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Central Intelligence Agency -

23 June 1988
OCA 88-2123

The Honorable Augustus F. Hawkins
Chairman

Committee on Education and Labor
House of Representatives
washington, DC 20515

Dear Mr. Chairman:

The Director has asked me to respond to your letter dated
10 May 1988, which we received on 8 June, requesting infor-
mation regarding implementation by the Central Intelligence
Agency of the civil Rights Restoration Act of 1987.

As you know, the House permanent Select Committee on
Intelligence and the Senate Select Committee on Intelligence
have responsibility for oversight of the Agency's activities.
since the material that you have requested could involve
information pertaining to intelligence sources and methods, we
believe that our oversight committees are in the best position
to monitor in an effective and secure fashion the Agency's
implementation of this legislation. We are providing a copy of
your letter to chairman Stokes and will make clear our
willingness to cooperate with the House Intelligence Committee
on this matter.

A similar letter is being sent to Chairman Kennedy.

Sincerely,

STAT

Directgoft of Congressional Affairs
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COMMITTEE ON POST OFFICE AND CIVIL SERVICE
SUBCOMMITTEE ON COMPENSATION AND EMPLOYEE BENEFITS
511 HOUSE OFFICE BUILDING ANNEX 1
aghington, ML 20515

TELEPHONE (202) 226-7546

Opening Statement
Gary L. Ackerman, Chairman
May 11, 1988

Today, the Subcommittee on Compensation and Employee
Benefits will conduct the first of two oversight hearings on the
Federal Employees' Health Benefits Program.

The FEHBP is an $8.8 billion health insurance program,
providing insurance coverage to approximately 11 million Federal
workers, retirees and their dependents.

All Americans are adversely affected by the constantly
increasing costs of medical care. Health care costs are rising
almost twice as fast as the general inflation rate. Therefore,
it is critical that FEHBP enrollees have adequate and affordable
health insurance. Yet Federal employees are particularly
disadvantaged since they pay approximately 40 percent of their
health insurance premiums, while the majority of private
employees pay nothing.

On the average, FEHBP premiums have increased by
approximately 31 percent this year -- some plans' rates rose in
excess of 70 percent -- and the premium inflation is unlikely to
abate in the 1989 contract year. In part, these premium
increases reflect the failure of recent efforts to control FEHBP
health care costs. Health economists attribute the cost
increases to the following factors: The volume of outpatient
services is rising by staggering proportions; new medical
technologies are extremely expensive and are being used more
frequently; the population is aging, with accompanying costs for
the treatment for chronic diseases; hospitals are significantly
increasing the charges for treatments not covered by cost-control
efforts; and many FEHBP plans are being plagued by adverse
selection. ‘

As one strategy in combating health care inflation, I
strongly believe that FEHBP carriers and OPM need to pay more
attention to cost-containment through health promotion programs.
The preponderance of data indicates that these programs, which
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STATEMENT OF REP. PAT SCHROEDER
ON FEDERAL EMPLOYEE HEALTH BENEFIT PROGRAM
BEFORE SUBCOMMITTEE ON
COMPENSATION AND EMPLOYEE BENEFITS
COMMITTEE ON POST OFFICE AND CIVIL SERVICE
May 11, 1988

Thank you for inviting me to participate in
today's oversight hearing on the Federal
Employees Health Benefits Program (FEHBP). The
study recent released by the Office of Personnel
Management confirmed what most of us already knew
- the health program for federal employees is
sick. It is not working for the federal
government as an employer:; it is not working for
federal employees: and, it is not working for the
taxpayers.

- The program needs radical surgery. We must
not be seduced by promises of a quick fix. An
easy but misguided approach would be to cut
existing benefits and limit new ones. FEHBP, the
largest employer-provided health program in
America, ought to be able to provide
top-of-the-line coverage at reasonable cost.

Yet, as the OPM report demonstrated, FEHBP does
not use competition to win better coverage at
lower cost.
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The problems with FEHBP stem from the fact
that we cannot decide which master the health
program is supposed to serve. It serves as
primary medical insurance for a huge group of
retirees, who have greater medical needs than 7
active duty workers on average. It serves as a
membership tool and fundraising device for
employee organizations. And the Administration
and some in Congress have made it serve as an
instrument of social morality by banning abortion
coverage.

Let me propose a radical concept: the
Federal Employee Health Benefit Program should
serve federal employees. It shouldlprovide them
with the best possible coverage at the lowest
cost. It should, like pay and retirement, serve
as a tool to recruit and retain top quality
federal workers. To be effective, it must keep
current with advances in health care and medical
technology.

In your redesign of the system, I urge you
to keep this goal in mind. You will‘héve to deal
with the other masters of the program. But, you
should strive to design a program which places

service to federal workers first and foremost.
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Health coverage for federal employees is
falling behind what is available in the private
sector. The inefficient design of FEHBP means
that the costs are too high and skimping on
benefits is used to control costs. We should
make the program more efficient so that it can
provide comprehensive coverage.

Let me give you a few areas in which FEHBP
is falling behind. One is the coverage of
infertility. Infertility is a medical condition
caused by any one of a large number of disease
conditions. It is a devastating problem which
undermines marriages, careers, and self-image.
Nearly five million couples, almost one out of
every five, has trouble conceiving a baby. In
the 20 to 24 year old age group, the
incidence of infertility is rapidly growing.

Most FEHBP plans will cover diagnosis of
fertility problems but fail to cover treatment.
This precludes many federal employees from having
a family. In the last few years, medical science
has made tremendous strides in the treatment of
infertility. The great majority of infertility
problems can be handled with conventional
treatment. For others, microsurgical techniques
and drug therapy are the only hope.

3
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Offering coverage for innovative but
medically proven treatments such as artificial
insemination (AI), in vitro fertilization (IVF)
and gamete intrafallopian transfer (GIFT) is a
growing trend. The Health Insurance Association
of America found that companies covering IVF
account for 41% of the industry. Many companies
found that coverage of the procedure was the most
cost-effective way to remedy the condition. Five
states have passed laws requiring health insurers
to cover or offer procreative services, including
IVF, as part of their policies. Other states are
considering similar legislation. The Iowa
Supreme Court has defined infertility as an
illness and required health insurers to cover
fertility treatments including artificial
insemination and IVF.

IVF and GIFT are treatments of last resort
and relatively few infertile couples will pursue
them. The significant physical and emotional
tolls associated with treatment will deter many.
But these treatments -- and the insurance to
cover them -- should be available to those who
choose it and know it to be their only chance for
a family. |
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Because many federal employees are now
choosing adoption as a means of family building,
FEHBP rules should be revised to allow for
coverage under the health benefits of the
adoptive parent of the birth expenses of a child
to be adopted. Adoption costs are exceedingly |
high and the federal government provides its
employees no assistance. According to a 1985
study by the National Adoption Exchange, nine
companies offer adoption benefits in some form of
insurance.

I have heard the argument against adoption
coverage many times: adoption expenses are not
medical and should not be covered by health
insurance. Until a few years ago, the carriers
said the same thing about pregnancy. They said
it was neither an illness nor an injury and,
therefore, should not be covered. The point is
we determine what are appropriate situations to
cover under health insurance. Adoption is
an alternative to pregnancy and childbirth. If
pregnancy and childbirth are covered by health
insurance, so should adoption.

Coverage of medical costs involved with
adoption and treatment for infertility should not
be viewed as increasing or expanding health

5
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insurance benefits but rather as means of
providing a basic level of benefits consistent
with society's traditional family expectations.

Another area in which FEHBP is falling
behind is in establishing a health care
continuation provision for federal employees,
similar to what was provided by title X of the
Consolidated Omnibus Budget Reconciliation Act of
1985. This law requires private employers to
provide employees and their families the option
of continued coverage under the group health
insurance plan. In cases of termination of
employment or change of family status, employees
and their family members may continue coverage at
their own expense. Right now, once employees
leave federal service their only option is to
convert to a far more expensive individual
policy. They may no longer participate in the
less costly group plan.

FEHBP must be receptive to consumer health
care demands as well as innovative and medically
proven treatments. And, the federal employee
health program can keep pace with the private
sector through a better designed system. I will
be delighted to work with you to design such a
system.
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STATEMENT OF
HONORABLE CONSTANCE HORNER
DIRECTOR, OFFICE OF PERSONNEL MANAGEMENT
BEFORE THE
SUBCOMMITTEE ON COMPENSATION AND EMPLOYEE BENEFITS
COMMITTEE ON POST OFFICE AND CIVIL SERVICE
UNITED STATES HOUSE OF REPRESENTATIVES
ON
THE FEDERAL EMPLOYEES HEALTH BENEFITS PROGRAM

MAY 11, 1988

GOOD AFTERNOON, MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:

THANK YOU FOR INVITING ME HERE TODAY TO DISCUSS THE STATUS OF
THE FEDERAL EMPLOYEES HEALTH BENEFITS PROGRAM (FEHBP). I AM
ACCOMPANIED THIS MORNING BY JEAN BARBER, OUR ASSOCIATE DIRECTOR
FOR RETIREMENT AND INSURANCE.

OVER THE PAST SEVERAL YEARS, WE HAVE GROWN INCREASINGLY
CONCERNED ABOUT A NUMBER OF PROBLEMS IN THIS 28-YEAR OLD
PROGRAM. WE HAVE SEEN, FOR EXAMPLE, TREMENDOUS VOLATILITY IN
THE PREMIUMS, MASS MOVEMENT OF ENROLLEES DURING OPEN SEASON,
AND GROWING INEQUITIES IN THE TREATMENT OF VARIOUSLY SITUATED
GROUPS AND INDIVIDUALS.

SIX MONTHS AGO, I COMMISSIONED A COMPREHENSIVE EVALUATION OF

THE FEHBP TO ASSESS THE CAUSES OF THESE AND OTHER PROBLEMS AND
TO MAKE RECOMMENDATIONS FOR PROGRAM IMPROVEMENTS. THE STUDY
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WAS UNDERTAKEN BY THE CONSULTING FIRM OF TOWERS, PERRIN,
FORSTER & CROSBY, WHO WORKED CLOSELY WITH OPM PROFESSIONAL
STAFF AND WHO WERE GRANTED FULL ACCESS TO THE AGENCY'S

HISTORICAL RECORDS, FILES, AND DATA COLLECTIONS.

LAST WEEK I MADE THE RESULTS OF THE STUDY PUBLIC. THE
CONSULTANT'S REPORT CONCLUDES THAT THE PROGRAM IS TREMENDOUSLY
INEFFICIENT, COSTING THE GOVERNMENT AND ENROLLEES IN EXCESS OF
ONE-HALF BILLION DOLLARS A YEAR MORE THAN NECESSARY. EVEN MCRE
SIGNIFICANTLY, THE REPORT CONCLUDES THAT DESPITE THESE
EXCESSIVE EXPENDITURES, THE HEALTH CARE NEEDS OF MANY OF 6UR
ENROLLEES ARE BEING SERVED POORLY. IN THE OfINION OF OUR
CONSULTANT, THE PROBLEMS IN THE FEHBP ARE NOT SELF-CORRECTING,
AND THE PROGRAM WILL CONTINUE TO DETERIORATE UNLESS MAJOR
LEGISLATIVE REFORM IS UNDERTAKEN.

WE BELIEVE THE DIAGNOSIS OF THE PROBLEMS OF THE FEHBP IN THE
CONSULTANT'S REPORT IS SUBSTANTIALLY CORRECT. WE ARE ALSO
PLEASED THAT THE CONSULTANT HAS PROVIDED A BROAD RANGE OF
ALTERNATIVE PROGRAM DESIGNS THAT WOULD ADDRESS THESE PROBLEMS
FOR US AND OTHERS INTERESTED IN THE PROGRAM TO CONSIDER. GIVEN
THE COMPLEXITY OF THE ISSUES AND THE MANY DIVERGENT NEEDS AND
INTERESTS THAT NECESSARILY COME INTO PLAY, WE ARE UNDER NO
ILLUSION THAT FEHBP REFORM WILL BE QUICK OR EASY. NONETHELESS,
THE URGENCY OF THE SITUATION AS DESCRIBED IN THE CONSULTANT'S
REPORT DEMANDS THAT WE BEGIN AT ONCE. |
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I PLAN TO USE THE REPORT IN THE COMING WEEKS AS A WORKING PAPER
—- A BASIS FOR DISCUSSION WITH A BROAD SPECTRUM OF GROUPS AND
INDIVIDUALS. 1IN ADDITION TO SOLICITING THE VIEWS OF THOSE
INSURERS AND EMPLOYEE ORGANIZATIONS CURRENTLY PARTICIPATING IN
THE PROGRAM, OPM PLANS TO REACH OUT TO THE LARGER INSURANCE AND

- EMPLOYEE BENEFITS INDUSTRY, TO VARIOUS RESEARCH AND PUBLIC
POLICY GROUPS, AND TO THE ACADEMIC COMMUNITY. WE WILL ALSO BE
HOLDING DISCUSSIONS WITH THE FEDERAL AGENCIES. LAST, BUT
CERTAINLY NOT LEAST, WE WILL BE SEEKING WAYS TO ASéERTAIN THE
VIEWS OF FEDERAL EMPLOYEES AND RETIREES. FROM THE
CORRESPONDENCE WE RECEIVE, WE SENSE GREAT DISSATISFACTION WITH
THE PROGRAM ON THE PART OF THOSE IT IS SUPPOSED TO BENEFIT AND
WE BELIEVE FAR TOO LITTLE ATTENTiON HAS BEEN PAID IN THE PAST
'TO WHAT OUR ENROLLEES REALLY WANT AND NEED IN A HEALTH
INSURANCE PROGRAM.

WE WILL ALSO, OF COURSE, BE STUDYING THE POSSIBLE ADMINIS-
TRATIVE ACTIONS OUTLINED IN THE REPORT. WHILE WE CONCUR IN THE
CONSULTANT'S OPINION THAT ADMINISTRATIVE ACTION ALONE CANNOT
SOLVE THE FEHBP'S PROBLEMS, WE WILL NONETHELESS WEIGH WHAT

AMELIORATIVE STEPS COULD BE POSSIBLE.

WITH REGARD TO THE NEAR-TERM FUTURE OF THE PROGRAM, RATE AND
BENEFIT NEGOTIATIONS FOR THE 1989 CONTRACT YEAR WILL BEGIN IN
THREE WEEKS. FROM THE INFORMATION CURRENTLY AVAILABLE TO US,
WE SEE NO EVIDENCE OF ABATEMENT Il MEDICAL INFLATION, AND,

HENCE, WE MUST ANTICIPATE ANOTHER TZAR OF SIGNIFICANT RATE
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INCREASES IN MANY OF OUR PLANS. THE SITUATION WILL BE MORE
SEVERE FOR SOME OF OUR CARRIERS BECAUSE OF THE RESULTS OF LAST
YEAR'S OPEN SEASON. WE EXPERIENCED A FURTHER EXODUS OF
RELATIVELY HEALTHY ENROLLEES FROM THE TWO HIGH OPTIONS OF THE
GOVERNMENT-WIDE PLANS, THUS EXACERBATING THE PHENOMENON
DESCRIBED IN THE REPORT OF THE ISOLATION OF SICK AND ELDERLY
ENROLLEES IN THESE PLANS. WE HAVE GRAVE DOUBTS THAT UNDER THE
CURRENT PROGRAM STRUCTURE THE DOWNWARD S}IRAL IN WHICH THESE
TWO PLANS FIND THEMSELVES CAN BE HALTED OR REVERSED.

SEVERAL YEARS AGO, WHEN HEALTH CARE INFLATION TEMPORARILY
ABATED, I BELIEVE WE WERE ALL LULLED INTO A MISTAKEN SENSE THAT
THE FEHBP'S PROBLEMS WERE NOT SERIOUS. WE KNOW BETTER NOW.
THERE LIKELY WILL NOT BE SUFFICIENT TIME LEFT IN THIS
ADMINISTRATION TO FASHION A SOLUTION THAT IS ACCEPTABLE TO A
MAJORITY OF THE PARTIES CONCERNED. AT A MINIMUM, HOWEVER, I
INTEND TO LEAVE MY SUCCESSOR WITH THE NECESSARY FOUNDATION OF
FACT, INFORMED OPINION, AND EXPERT ADVICE ON WHICH A BETTER
PROGRAM CAN BE ERECTED.

I WOULD BE HAPPY TO ANSWER YOUR QUESTIONS.
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STATEMENT OF
JOHN A. NELSON
PRESIDENT

COMMUNITY HEALTH CARE PLAN

ON BEHALF OF THE

GROUP HEALTH ASSOCIATION OF AMERICA

BEFORE THE
SUBCOMMITTEE ON COMPENSATION
AND EMPLOYEE BENEFITS

COMMITTEE ON POST OFFICE AND CIVIL SERVICE
U.S. HOUSE OF REPRESENTATIVES

ON
THE FEDERAL EMPLOYEES

HEALTH BENEFITS PROGRAM

MAY 11, 1988
WASHINGTON, D.C.
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Good afternoon Mr. Chairman and members of the
Subcommittee, my name is John Nelson and I am
Executive Director of Community Health Care Plan
(CHCP), a 72,000 member health maintenance
organization (HMO), based in New Haven, Connecticut.
I am here today on behalf of the Group Health
Association of America (GHAA). GHAA is the national
trade association for managed care, representing
approximately 70 percent of the nearly 30 million HMO
enrollees across the country. I am accompanied today
by Erling Hansen, GHAA General Counsel and Leslie
Rose, Deputy Legislative Director.

Today, I would like to discuss the participation
of HMOs, also known as comprehensive medical plans
(CMPs), in the Federal Empldyees Health Benefits
Program (FEHBP). We will submit later for the record
a much longer and more detailed statement which will

respord to the Office of Personnel Mar.agement (OPM)
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study recently released and include our
recommendations for changes in the FEHBP.

For HMOs, the FEHBP respesents an important
segment of the marketplace. In fact, for many HMOs,
federal workers represent the single largest source
of enrollment. This is certainly true for my plan-we
have 6,604 federal enrollees.

In exchange for a fixed premium, HMOs provide a
comprehensive range of health care benefits with an
emphasis on preventive care and treatment in an’
ambulatory setting. HMOs are able to provide cost
efficient and high quality care because their
delivery structure allows them to control
utilization, particularly in the area of inpatient
care. HMOs reported average inpatient utilization of
427 inpatient days per 1,000 versus a national
average of 920 days per 1,000- last year (excluding
Medicare) according to the American Hospital
Association.

In FEHBP, HMOs cover nearly 2 million people or
20 percent of federal workers, annuitants and their
dependents. 1In 1970, there were only 10 HMOs in the

FEHPP serving less than 4 percent o. federal workers.
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For the 1988 contract year, 406 HMOs contract
with OPM to provide health care to federal employees,
annuitants and their dependents. Although 406 HMOs
participate in the program, the reality is that only
a few are actually available in different geographic
areas. For example, areas with the most HMOs in the
FEHBP, such as Chicago and Los Angeles, actually
provide no more than 10 HMO options because of their
health service delivery area. In most areas the
number of HMOs available is smaller.

Part of the success for the increase in FEHBP
enrollment in HMOs over the past few years is related

not only to the comprehensivehess of benefits, but

also to the reasonableness of HMO premiums. During

the last few years, HMO premiums have increased more

| slowly than the fee for service sector, both in

’ general and in the FEHBP. For the 1988 benefit year,

HMO premiums increased an average of 5-10 percent
contrasted with the average premium increase of 32

| percent by the fee for service carriers. As you are

well aware Mr. Chairman, some premiums were even more

sharply increased.
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Due to the way the government contribution is
determined by the so-called "Big Six" formula the
government contribution was substantially increased
this year. This in combination with the small
increase in HMO premiums, means some federal workers

'will pay no more for their HMO health coverage this
year than they did last year and some may even pay
less. This is one very tangible reason why we expect
the last open season, when all the results are in, to

be one of the most successful ever.

We feel strongly that HMO participation in the
FEHBP has been largely positive, providing an
alternative health care option for federal workers
which is priced well and yet has helped keep
government costs down. For example, if Kaiser North
and Kaiser South, who recently increased their
premiums approximately 7 percent were not part of the
"Big Six" the go&ernment contribution would be even
higher this year.

We do recognize, however, that there are some
problems with the program. Most of'these are not new
problems and have been discussed for the past 10

years. When OPM contracted for a study of the entire
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program and when Congress requested a study on the
viability of a separate Medicare supplemental option
under FEHBP we looked forward to the report.

We were disappointed in the final product. The
report covers a’broad area and includes useful
historical and background information. It also
highlights the issues and makes several useful
recommendations such as elimination of the "Big Six"
formula to set the government contribution and the
creation of a separate Medicaré supplemental opﬁion.
However, we are very concerned about the treatment of
HMOs in the report.

Frankly, Mr. Chairman we feel the report is very
critical of HMOs, and seems to blame HMOs for some of
the inflationary aspects of the program. Many of its
conclusions have no basis in fact or rational
explanation. There are omissions in the report-in
the entire section on cost containment the word "HMO"
does not even appear, yet we pioneered many of the
cost containment techniques OPM has been ufging fee
for service plans to use for years. Our analysis
will also detail inaccuracies such as the discussion

of plan reserves and financial solvency as it relates
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to HMOs. We are particularly concerned about the
report’s unsubstantiated charge that HMOs
deliberately and inadvertently attract healthier
risks. This is an old and ongoing charge used
against HMOs. HMOs may be adversely selected just as
fee for service plans are. Maternity and well baby
care, and a prescription drug program are two classic
examples. In addition, OPM’s suggestion that HMOs
may locate in desirable areas to attract healthier
people is simply not the case. HIP, a plan you know
well Mr. Chairman, serves 1 million people in the New
York area including those areas which may be
considered medically underserved-these are not where
the low health risks reside.

Due to the time limitations we cannot fully
detail here all our problems with the OPM report or
our recommendations for reform of the FEHBP.

However, the most important point is that HMOs have
been a positive force in FEHBP. We are confident,
Mr. Chairman, that in your consideration of possible
reforms to the preram, you will consider HMOs to be
part of the solution and not just a problem. We look
iorward to working with you. I’d be happy to answer

any questions.
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Mr. Chairman, Members of the Subcommittee, I am John McGrath, M.D., a
physician in the private practice of psychiatry in Washington, D.C.,
testifying as both the Chairman of the Joint Commission on Government
Relations of the American Psychiatric Association, a national medical
specialty society representing over 34,000 psychiatrists and a member
of the American Medical Association’s Council on Legislation. The AMA
and the APA have a long standing relationship and have worked side by
side on many fronts, including the ongoing battle to eliminate
discrimination in the FEHBP. We appreciate the opportunity to present
testimony on the future of the Federal Employees Health Benefits
Program and ask that in addition to the statement submitted for
today’s record, the AMA be allowed to submit separate written comments

after the hearing’s conclusion.

Rising health care cost and a continuing tradition of discriminating
against the mentally ill, have resulted in coverage for mental and
addictive disorders that can only be described as dangerously
inadequate. We wish to applaud the leadership you have taken and the
deep concern expressed by the Members of the Subcommittee regarding
the future of the FEHBP and its ability to provide responsiblé
comprehensive coverage at affordable prices, especially if the illness

is due to a mental or addictive disorder.

The story of the denigration of the FEHBP as a standard for good
coverage of psychiatric care is one that this Subcommittee has heard
often from us, other mental health care providers, and from those
directly affected by the reduction, the workers, their dependents and

annuitants. Unfortunately, the tale continues to require telling.
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Fortunately, thanks to the work of Téwers, Perrin, Forster & Crosby,
the old story is now the subject of renewed attention. For years we
have been stating what to us appears obvious; benefit reduction has
deprived enrollees of essential coverage. Combine that with the
'FEHBP's inherent practice of adverse selection and the result is a
health care system which no longer serves to protect the sick. The
TPF&C report, in a contract let by the Office of Personnel Management
for the purpose of evaluating the entire FEHBP, has essentially
confirmed what we have always known. The report adds new credence to
our argument that the system must be reformed by setting minimum .
benefit levels minimum thereby alleviating the "risk selection" factor

and effectively reducing the cost of health care.

Despite historic evidence that the cost of covering mental and nervous
illness was stable and predictable and had held at roughly 7.7 percent
of all health benefits paid, mental health benefits have been greatly
reduced to a point that is now much less than that provided in the

private sector.

A study conducted by the General Accounting Office in December 1986,
entitled, "Comparison of Coverage for Federal and Private Sector

Employees," states:

FEHBP plans have generally curtailed the mental health
benefit since 1980, in areas such as the number of days of
hospitalization covered, the total benefits paid, and the

levél of deductibles and coinsurance the enrollee must pay.
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In 1980, most FEHBP plans (15 of the 18 largest) paid 100
percent of initial mental health expenses for a specified
time or to a specified dollar limit. But in 1982, mental
health coverage was substantially curtailed. Plans reduced
their mental health benefits by (1) covering fewer days of
hospitalization, (2) limiting the covered treatment costs,
(3) limiting the number of outpatient treatments, (4) raising
deductibles, or (5) lowering coinsurance rates. In 1984, opM
asked the plans to restructure the benefit to improve
long-term inpatient coverage by adding catastrophic
protection. In doing so, the plans further reduced coverage
for outpatient care and short-term hospitalizations. Also,
in 1984, 12 plans limited their lifetime inpatient mental
health covérage to a specified maximum, typically ranging
from $50,000 to $75,000. Before this change only four plans

had lifetime maximums.

To illustrate the impact of these cuts on the FEHBP the General
Accounting Office study, using five likely treatment scenarios,
developed by the American Psychiatric Association, calculated the
percentage of charges nine large FEHBP plans would pay for each

scenario. The results were as follows.

"For short-term inpatient care of 10 days combined with 62
outpatient treatment visits, average coverage was 69 percent
of charges in 1980, declining to 56 and 42 percent in 1982,
and 1984, respectively.
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For short-term outpatient treatment of 18 visits, average
coverage was 66 percent of charges in 1980, declining to 46

and 40 percent in 1982 and 1984, respectively.

For two hospitalizations of 15 to 20 days each combined with
85 outpatient treatment visits, coverage declined from 74
percent of charges in 1980 to 63 and 52 percent in 1982 and
i984, respectively.

For long-term hospitalizations of 180 days combined with 75
outpatient treatment visits, coverage declined from 54
percent of charges in 1980 to 23 percent of charges in 1982

and then increased to 53 percent in 1984."

An APA conducted study of FEHBP indicated, in fact, that most of the
plans cut benefits by more than 25 percent between 1980 and 1984, with
many of the larger plans cutting benefits by 50 percent or more. By
contrast, the cuts in the benefits for physical health care were only
6 or 7 percent of the total package. To further illustrate these
inequities, in our study we compared the out-of-pocket costs for an
employee incurring either $10,000 or $100,000 iﬂ inpatient physical
health care expenses in a year to those incurred for inpatient mental
health care, under 1985 coverage. 1In all plans, physical illness is
fully protected once a limit (usually $2500) is reached. However, the
enrollee incurring $10,000 in mental health costs has to spend $8,000
out-of-pocket, and if the expenses are $100,000, the out-of-pocket
cost can be as high as $75,000. It is not difficult to imagine the

plight of an employee or annuitant who is suddenly faced with this
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type of expense; consider the following.

"I have had a problem with inadequate psychiatric coverage.
Two years ago my adolescent daughter, away at college, made a
serious suicide attempt. She needed a full year of
hospitalization at a private psychiatric hospital. My
coverage under NALC, however, provided for only eight months
of coverage and that with a copayment of $7,000. This
represented a catastrophic expense to me as a divorced mother
earning on $13,000 a year at my government job; however, my
"catastrophic" coverage didn’t seem to extent to this
expense. Fortunately, my former husband was able to secure
coverage for the remainder of our daughter’s hospitalization
and for her outpatient treatment since. She is now doing
well in her studies at a Baltimore college and is happily
engaged in many extracurricular activities as well. However,
I am distressed to realize that my NALC coverage will pay for
lifesaving heart and liver transplants but no more than a
$50,000 lifetime total for what can also be lifesaving

- treatment in a psychiatric hospital."

"My husband is currently a patient at Sheppard-Pratt Hospital
in Baltimore. He has . had 30 days care on his Blue Cross
company policy and some on Major Medical. Although he is a
participant in my family Blue Cross policy the insurance
company is lumping both policies together an implying that
the 30 days coverage on my policy is not available to him.

He is miraculously better due to the excellent care he is
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receiving but he is far from well either mentally or
physically. Now the hospital is being pressured by Blue
Cross to transfer him to an outpatient basis. If they
succeed in this I will have three alternatives: hire a
private nurse to stay with my husband, take a leave of
absence without pay from my job to be with him; or pick up
the $12,000 tab for an extra month’s care out of my rapidly
dwindling retirement savings. (we are both in our 60’'s).

How can this discrimination against mental illness be ended!"

The above two letters are a sample of those received in response to an

ad placed in the Federal Times by the Coalition for Adequate Treatment

of Mental Illness, Alcoholism, and Drug Abuse. The coalition,
comprised of eleven national organizations (including the APA and the
National Alliance of Mental Illness) concerned about the lack of
adequate coverage for mental and addictive disorder under the FEHBP,
requested federal employees write in about their own personal
experiences with the FEHBP. The response was great in number and as

you see above, poignant in content.

Critics arque that the mentally ill do in fact have adequate coverage
for their health care, if they enroll in the Blue Cross/Blue Shield
Service Benefit Plan — the one plan in the FEHBP with real coverage
-— the plan with the highest premium. This practice of adverse
selection and the desire to offer coverage to healthy or low risk
populations, is a practice strongly criticized in the TPF&C report.
The report says it best: |
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Risk selection is destructive in a group insurance program because
it isolates the people who need coverage the most in plans that
many of them can ill afford. Since the Government contribution in
FEHBP is a specific dollar amount (derived from a formula in the
law), risk selection also means that thése people pay more for
their coverage both absolutely and in percentage terms than do
yoﬁnger, healthier enrollees. Risk selection is also destructive
because it means that no plan can offer high levels of coverage in
| certain critical areas (e.g., mental health, substance abuse,
nursing care) for fear of attracting high risk enrollees and
ruining the plan’s competitive position. Ultimately, risk
selection renders the entire program a complex kind of game, in

which the winning strategy is to attract healthy people and repel
unhealthy ones.

The Federal health insurance program has effectively disenfranchised

and financially punished one of the most vulnerable segments of the

federal work force —— those in need of treatment for mental illness.

While the effects of these discriminatory changes can be evidenced and
% : the argument for change easily articulated, the reasons for why the

changes were made are not so easily supported. Most are familiar and

all are false.

It is arqued that treatment of mental illness is not insurable. That,
if provided, then everyone will clamor for them. What apparently has
been lost is the concept of health insurance to safequard against

unanticipated, unbudgeted illness, be it physical or mental. Plans of

far smaller size with substantially smaller risk pools provide mental
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health coverage at the same level as physical illness coverage. They
have found that mental health is insurable — as did the pre-1981

FEHBP.

In addition there is a growing body of literature which has
demonstrated the positive cost-benefits associated with the provision
of services to the mentally ill, both in terms of lower cost for the
treatment of physical disorder, and in terms of worker productivity.
In a report conducted by Harold D. Holder, Ph.D. and James O. Blose,
M.P.P., the health insurance claims of families covered by Aetna’s
federal health insurance program, from 1980 through 1983, were '
analyzed to determine if any changes in total health care utilization
and costs were associated with the initiation of mental health
treatment. A total of 26,915 families in which at least one member
received mental health treatment were compared with a randomly
selected group of 16,468 families in which no member had received
mental health treatment. While total health care costs for those
receiving mental health treatment were significantly higher than costs
for the comparison group, those costs dropped significantly after
‘initiation of mental health treatment and continued to decline over

the study period. The largest declines occurred among persons age 45

or older.

Another myth is that broad coverage of mental illness leads to
abusive, unnecessary or excessive use of the benefit for illnesses
that cannot be cured and for extensive treatment for those who are not
’sick’... and that use of psychotherapy is for personal growth, rather

than for treatment of specific conditions. The reality is that by

8
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imposing these discriminatory features federal workers and their
families who are in genuine need of treatment — schizophrenics, those
suffering from profound depressive disorders, organic psychosis, and
other disabling psychiatric illnesses —— are denied adequate care.
Studies that survey practitioners show that psychiatric outpatients
are moderately to severely disabled, and peer review mechanisms

protect against such abuse.

The belief that treatment of psychiatric illness results in few
positive results, excessive usage, and little in the way of ’cures’,
is outdated and uninformed. Scientific research has led to
discoveries in brain science that have, and continue to, dramatically
alter treatmeﬁt practices and recovery rates. For instance, we now
have an increased capacity to define subgroups of substancé abuse and
mental disorders that are responsive to particular psychopharmacologic
agents coupled with the development of new medications and refinement
of existing medications specific to both individual disorders and
patient. These activities have helped dramatically decrease the
length of patient hospital stays, frequency of illness recurrence, and

morbidity among patients suffering from specific severe disorders.

As evidenced above, over the last few years dramatic progress has been
made in the areas of research and treatment. As a result, progress,
while limited, has also been made on the journey toward
non-discrimination and economic protection for the elderly and
chronically mentally ill. In OPM’s 1987 and 1988 annual "call

letters", OPM included in their guidelines a statement 6n mental
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conditions and substance abuse stating:

"Consistent with our policy of recent years, we will accept
no reduction in the level of benefits currently offered in
these areas. Wwe encourage modest improvements in these
benefits and would be willing to considervthem as an
exception to the zero cost increase requirement stated

above."

In a time such as now, with severe budget constraints and 30 percent
rate increases, we are pleased to note that small victories have
resulted from OPM’s efforts, including no further decreases in
coverage and in the case of the Mail Handlers Health Benefit plan, a
reinstatement of the outpatient coverage which had been eliminated in
1984. while the package (starting after the second visit, the plan
pays $20 per visit with a maximum of $1,000 per calendar year) does
virtually nothing for those with little discretionary income suffering
from chronic or severe mental illness, it does indicate some
willingness to address the problem and perhaps that is the first step

towards addressing the issue of discrimination.

The most significant change affecting the FEHBP, was last year'’s
increase in Medicare’s mental health benefits. When we offered
testimony to your Committee on the effect of Medicare Catastrophic
legislative proposals on the FEHBP we noted that the one significant
benefit double coverage offered was that it afforded coverage of
psychiatric care to federal annuitants and their families at a rate

higher than many of the FEHBP plans.

10
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During negotiations for the FY 88 Omnibus Budget Reconciliation Act
Congressional leaders were successful in their efforts to increase
Medicare’s outpatient psychiatric benefit, a provision originally
included in the Medicare catastrophic legislation passed in the
Senate. Prior to this year, Medicare program outpatient benefits were
restricted to $250 annually after coinsurance and deductibles.
Inpatient care in a psychiatric hospital is limited to 190 days per a
beneficiary’s lifetime. Neither of these provisions have been changed
since the inception of the Medicare program in 1965. The benefit, as .
restructured, expands the $250 to $1100 (after an effective 50%
copayment), writes into law partial hospitalization guidelines, aﬁd
allows for medical management of psychopharmacologic agents at 80,20

copayment .

It is now time for all parties ... Congress, OPM, FEHBP carriers,
providers and participants alike ... to come to grips with Medicare
and its impact on the system, to respond to the changing FEHBP
population, to find a way to cope with escalating costs, and at the

same time, to provide the quality of care essential to the workforce.

while general consensus is a long way off, there appears to be
agreement on one issue. The FEHBP is too big and has become
unmanageable. With over 400 options, it seems unlikely that federal
employees make well informed decisions each year during the open
season and we concur with TPF&C’s belief that enrollees are unable to
access the relationship between the price and value of various
benefits. We believe that while the system is too diverse, it is

critical that options continue to exist and that the choices include

11
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fee-for-service and managed care plans. At this point we would like
to address what the content of these options have to be to protect

those least able to protect themselves, the mentally ill.

There is currently, legislation requiring that mental health care be
treated the same as other forms of health care, and that Federal
health plans provide copayments and deductibles for the treatment of
nervous, mental or emotional disorders at the same level as is
required for the treatment of physical illnesses. The bill, H.R.
1734, introduced by Congresswoman Oakar, provides for 50 outpatient
visits and 60 inpatient days for the treatment of mental illness,‘and
two 28-day alcoholism and/or substance abuse treatment and
rehabilitation benefits. The bill also contains a most important
feature which insures that each patient will receive the full
treatment which he or she medically requires. Namely, when an
established peer review mechanism determines further treatment to be
medically or psychologically necessary, these restrictive limitations
wiil be waived. Finally, the legislation requires catastrophic

coverage for severe or chronic mental illness.

We believe that these provisions recognize that Ehe majority of
patients in need of treatment for mental illness are treated in fewer
than 50 visits or 60 inpatient days, and assure that those patients
requiring the continued availability of medically necessary treatment

will obtain it.

The mechanism to accomplish this is peer review. Psychiatric peer

review is a system of professional evaluation, by peers, to ensure

12
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medically necessary care of the highest quality. While peer review is
as old as medicine, modern socio?economic developments have given it
new significance. Peer review must assure not only the traditional
assessment of quality, but must also assume third-party payers and

consumers that their health dollars are will spent.

Since 1976, the psychiatric peer review service administered by the
APA has been'effectively reassuring the insurance industry that
treatment of psychiatric illness can be clearly defined and monitored
by review procedures. It has shown that the cost of psychiatric
treatment is reasonable and predictable, and that the treatment for
which the third party provides coverage is mediéally necessary. The
APA's peer review contract now extend to over a score of private
insurers as well as to the Department of Defense's CHAMPUS program.
The program includes utilization review, quality review and continuing
education of psychiatrists as well as consultation with intermediaries
to improve both availability of appropriate services and cost

management.

The reported cost savings resulting from use of the APA peer review
program is impressive. The AETNA Life and Casualty’s peer review
costs in 1981 were about $20,000 and its estimated savings were $2.4
million. The Mutual of Omaha Insurance Company estimated a savings of
between $250,000 and $300,000 in its first year of participation.
According to Dr. Alex Rodriquez, former Medical Director of CHAMPUS,
the peer review services have led to "outright savings" of between $4
and $5 million per year since participation began. In 1984, peer

review "saved" the government over $4.5 million. These are the savings
13
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above the annual cost of the program to CHAMPUS. Additionally, Dr.
Rodriguez has said that the quality of records and of patient care

itself has increased.

We believe that the combination of peer review with the appropriate
benefit, as contained in H.R. 1734, could provide responsible, humane,
and cost effective psychiatric care. However, one cannot assume that
by requiring care be available participants will have access to care.
The APA is concerned that HMO, CMP and other managed care system will
through the very nature of their structured financial incentives,
limit access to specialty care. The potential underprovision of
services for mental and addictive disorders, and the denigration of
the quality of those services can only have an.adverse effect on

patient management and health.

The APA’s Coverage Catalog indicates that mental health coverage in

federally qualified FEHBP HMO's varies considerable. Of the 155 HMO’s
participating in FEHBP in 1985, 82 offered the "standard" coverage of
20 outpatient visits per year and 30 inpatient days. Another 44
offered more than 30 inpatient days but only 20 outpatient visits, and
only 17 offered an increased (over the 20/30 "standard")

outpatient/inpatient benefit.

The reality of an HMO or CMP like structure is that clinical
decision-making cannot be completely separate from financial
constraints and incentives. Patients with extraordinary medical needs
for example, more intensive psychotherapy do not readily "fit in." The

TPF&C report concurs with this assessment noting that HMO mental
14
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‘health coverage is focused on crises intervention and short-term
therapy, thereby excluding coverage for serious illness. This new
medical - economic reality may mean that the needs of the most
severely or chronically mentally ill patients must be met within the
limited financial resources of the managed care "low bidder" system,
or tragically, not met at all. In the report’s review of the HMO Act
of 1973 the authors state that HMO "attraction within FEHBP for the
younger risks, combined with their failure to attract a proportionate
share of the high risks have contributed to the erosion of the group
principle and the segmentation of the FEHBP market place according to
risk." As a corollary, physicians need not be dependent on their
skills to serve-patients as a means to preserve their practice. As
long as the year-end records indicate they were not overutilizers of
services, or that their patients were not overtreated, their future

would be fairly secure.

Further, we raise the question whether the limited mental health
services provided in these managed care systems are even readily
accessible to patients. It appears that in some cases, individuals in
need of treatment for a mental disorder are channeled without regard
to the medical necessity or appropriateness to non-physicians rather
than to psychiatrists, the medical specialist of choice, for the
individual patient with concomitant or complicating medical conditions
that might cause or exacerbate the demonstrated mental disorder
symptoms. Thus, we recommend that, in addition to requiring that the
quality of both inpatient and outpatient mental health services
provided by a managed care system meets professionally recognized

standards of health care including whether appropriate services have
15
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not been provided or have been provided in inappropriate settings,
that access to needed psychiatric care by the appropriate provider —-

the psychiatrist — occur.

In conclusion, it is our opinion that several steps must be taken to
reform FEHBP in a manner which does not jeopardize the care received
by plan participants. The first step has begqun. Thanks to the
expressed concern of the Subcommittee Chair and his fellow colleaques,
OPM has initiated a review; comments are being solicited and support
for nondiscriminatory treatment of mental illness appears to be
gaining widespread support. The American Medical Association recently
reaffirmed existing AMA policy in support of providiﬁg insurance
benefits for mental illness equivalent in scope and duration to that
provided for other illnesses and support continued expansién of peer
review of psychiatric services. In addition, the AMA recommended
development of model legislation requiring all insurance companies who
offer either group or individual health insurance coverage to
affirmatively offer coverage of psychiatric services comparable to
coverage provided for other illnesses; and support for legislation
designed to expand psychiatric benefits provided under publicly
financed programs of health care to a level coméarable to those

provided other illnesses.

The TPF&C report is correct, it has become virtually impossible, given
the current structure of the FEHBP, to offer a health plan with a

comprehensive benefit structure, at an affordable rate.

We ask that as review continues the Subcommittee considers

16
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implementation of a standard benefit package (as'suggested in the
report), and force carriers to compete within those parameters, which
at the very least, includes the minimum mental health benefit package
of 50 outpatient visits, 60 inpatient days and establishes a peer
review mechanism. We feel is essential that the package include the
concept of medical management and that special attention be drawn to
the problem of access to care in a managed-care system. TPF&C
believes that had minimum standards been in effect at the beginning of
the program, much of the "risk selection" problem would not have
occurred. Certainly instituting minimum levels of coverage would

ensure universal protection.

The opportunity to address the problem of the Federal Health Benefits
Program has been long in coming. We are privileged to have had the
opportunity to testify as the conversation begins and welcome the
opportunity to’respond in greater detail to the recommendations of the
report, which due to severe time constraints we are unable to provide
you. We have become accustomed to the unfounded charges of our critics
stating the outrageous costs of mental health care and have learned to
accept them for what they really are. They are statements rooted in
prejudice not economic facts. Discriminatory statements against a
voiceless, unpopular segment of society twice punished — once by
their illness, then by the stigma. Should the opportunity present
itself, the APA would be pleased to respond to mental health cost
data, data never before presented to us or ;o the Committee. Perhaps
the time has finally come for Congress to a&dress the tragic
discrimination entrenched in the current system and find a way to

correct the inequities of the past.

17
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Good afternoon. Mr. Chairman, members of the Subcommittee, I am Bryant
Welch, J.D., Ph.D., Executive Director for Professional Practice for the
American Psychological Association. I am a doctorally trained psychologist,
a Diplomate in Clinical Psychology, and a licensed attorney. Prior to my
current position at the American Psychological Association, I spent 10 years
in the practice of clinical psychology.

I am here ﬁoday testifying on behalf of the American Psychological
Association. The American Psychological Association, with over 90,000
members, is the major scientific and professiocnal society representing
psychology in the United States. Over 40,000 of our members are practicing
clinical psychologists. Many of them treat federal employees and retirees
through the Federal health program.

Thank you for inviting us to testify today regarding the Federal
Employees Health Benefits Program (FEHBP). Mr. Ackerman, I commend you for
scheduling this hearing to so closely coincide with the release of the OPM
study. It's certainly encouraging that the Office of Persomnel Management
(OPM) as well as the Subcommittee are conducting such a detailed analysis of
the entire Federal health system, and I trust that this exercise will help
to outline the need for future congressional and executive reforms. The
study appears to make a mumber of constructive suggestions for changes that
could ensure the future solvency of the program, as well as maintain its
integrity and further ensure increased access to vital health services by
requiring carriers to provide a package of minimum benefits.
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I understand that we've been asked to limit our testimony today so that
all the witnesses can be accommodated. With that in mind, I‘d like to
discuss two issues that are of particular concern to our association: first,
that federal employees are assured access to mental health services through
all available indemnity plans and, second, that mental health benefits and
freedom-of-cholce of provider be required in Health Maintenance
Organizations (MOs) participating in FEHEP.

MANDATED MENTAIL HEALTH BENEFITS

As you know, the Federal health plan does not require its carriers to
provide minimm levels of coverage for specific health services — like
mental health care. In fact, the just-released OPM study points out that
without such a mandate for all plans, there is no incentive for individual
plans participating in FEHBEP to make coverage available for "critical areas"
like mental health because insurers fear the risk of attracting those very
irdividuals vho arve in need of that care. Thus, the badly needed mental
health benefit is trapped in a catch-22 adverse selection problem in which a
small mmber of plans offering an adequate benmefit incur a disproporticmate
share of the claims expense in the mental health area.

State legislatures and other federal programs have long-recognized the
need to mandate mental health coverage, ard have made a strong policy
Statements in this regard. For example, twenty-five states have passed
mandate bills requiring minimum coverage for mental illness and/or alcohol,

2
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mental hea.lth care in these outpatient settings. In addition, they believed

drug abuse. Beyord mandates for inpatient services, most states have
further mandated outpatient and day treatment in an effort to make available
a more cost-effective alternative to inpatient care. These laws have been
enacted despite strong opposition of the insurance industry and the business
community who claimed that costs would rise uncontrollably if such laws are
enacted. In fact, businesses and insurers have not experienced these
predicted losses. Instead, studies looking at the impact of marndated mental
health benefit laws clearly demonstrate cost-effectiveness of such laws.

To illustrate, in 1983, the State of Oregon passed a bill that greatly
enhamedservioeﬁforchemicaldependencyaMmentalﬂJmsmlessoostly‘ |
ocoutpatient treatment settings. They anticipated that more people would seek

that a cost savings would result from covering these less expensive, yet |
appropriate services. Both of these predictions came true, enabling more
people to obtain services while meeting or exceeding estimated cost savings.

Blue Cross/Blue Shield (Oregon’'s largest private insurance carrier)
showed that total costs qf claims increased insignificantly, despite an
increase in the volume of claims after eﬁa.otznent of the mandate bill. More
costly, inpatient reimbursement dropped substantially for Blue Cross/Blue
Shield. Other insurers have documented similar experiences after a mandated
mental health benefit law was enacted in their state. For example, one Blue
Cross/Blue Shield carrier showed that after the enactment of a mandated |
mental health benefit law, the monthly cost per patient for medical services

=
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dropped from $16.47 to $7.08 for those patients who received mental health
benefits. Inpatlent and outpatient medical visits decreased by more than
54%. We believes this experience would be similar on the federal level for
FEHEP.

These anxd other studies clearly demonstrate the cost-effectiveness of
having appropriate mental health coverage available, and the role that
mental health intervemtion plays in offsetting the use and consequently,
cost of unnecessary medical care. This data became more clear when we are
reminded of the little known fact that approximately 60% of all health care
visits to physicians are by people with no physical problem. This figure
rises to 80%-O0% when stress-related illnesses are also included. Ve
believe that available and appropriate levels of mental health care would
eventually reduce the inappropriate use of more expensive and ummecessary
medical services.

Mandating mental health benefits is a reascnable federal policy based
on all of reasons mentioned. It is also important as lawmakers to be aware
of the serious need for mental health services among our citizens. This is
most dramatically illustrated by looking at the resources our nation is
experding on the treatment of mental illness, the price we pay in real
dollars for not treating these disorders. A study conducted by the National
Institute of Mental Health indicates that mental disorders, alcohol and
substanoeamséaoommtforovmsso.smmmmectoareoosts,and
$162.4 billion in indirect losses due to mortality, high absenteeism, low
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productivity, and loss of employment. These figures clearly demonstrate
that we cannot afford to ignore mental health care in this country any
longer.

The American Psychological Association strongly believes that mandating
mental health coverage is sourd health policy, and offers minimal investment
against the kind of losses that our country’s public and private sectors are
experiencing as a result of inadequate or unavailable mental health care.
We, as part of a coalition of a mumber of other national organizations
concerned with the avallability of adequate mental health care, have offered
this Subcommittee in previous years our recammendations for a standard,
minimum mental health benefit package. Our recammendations also contain
proposals to ensure utilization and cost controls. These recommendations
will be put forth in testimony that will be submitted for the record on
behalf of the coalition. We strongly urge you to consider these
recomendations, and to enact an amendment to FEHBA to mandate coverage of
mental health care for federal employees.

MENTAI, HEALTH CARE IN HMOs

A secord area of concern to the APA, also mentioned in the OPM study,
1s the impact of HMOS on the availability of mental health care to federal
employees. We wish to emphasize first that our concerns are not directed to
the concept of HMOs, but rather to their current operations within the FEHEP
program. Second, we acknowledge the HMO industry’s aigmnent for the
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freedom necessary to achieve their primary mandate, i.e., to reduce costs
through the elimination of unnecessary services. Unfortunately, however,
the easiest area to reduce costs for HMOs is in a badly needed service area
— that of mental health care. Since the inception of the HMO movement,
those of us in clinical practice have recognized many de facto barriers to
proper mental health care within the HMO system. Specifically, these
barriers include using gatekeeper providers such as general physicians who
have inadequate mental health training to begin with, who are operating
under strong financial incentives not to refer for appropriate care, and
who, too often, have a clear personal hias against patients in need of such
care. Thedataisnowsupportingth&eohnicalobs&\mtionsasweﬁnd
that the typical HMO is reported to spend cnly three percent of its already
reduced health care budget for mental health care as opposed to the eight

percent figure of the traditional delivery system.

Accordingly, we strongly support the OPM recommendation that stronger
consumer protection standards be applied to HMOs in their delivery of mental
health services through the FEHBP program. Specifically, we recommend the
following:

1) Truth in packaging — specifically, FEHBP HMOs should be required
to explain to prospective enrollees the financial arrangement which exists
between the gatekeeper physician and the HMO so they can be sufficiently
knowledgeable to protect their interest in negotiating care with the HMO and

their gatekeeper physician.
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evalutations. Studies indicate that the average medical school graduate has
only the most limited training in mental health care ard that most of this
is done in inpatient settings. The diagnostic skills of psychologists,
psychiatrists, and other qualified mental health providers is crucial if the
mental health benefit is to be appropriately utilized. Aooord:.ngly. we
strongly recammend a provision for patients to have the gatekeeping function
preserved but fulfilled by a qualified mental health professional.

— many HMOs are physician
daminated and seek to Testrict patient care to physicians. These provisions
fly in the face of the well-established FEHBP preference for permitting
oonsﬁmmstoarangeofprovidersbecauseofthelcweroostthey
represent and because of the wider range of services they are able to
provide. Currently, the HMO industry is permitted to escape this very
important principle much to the detriment of federal employees enrolled in
HMOs. Accordingly, we recommend that HMO panels be required to utilize
rroviders from different mental health professions so that this advantage
can be maintained throughout the FEHBP system. Iimiting enrollee access to
the highest priced providers or to those who are untrained in mental health
care clearly defeats FEHBPs purpose of providing access to affordable, high

quality care.

On behalf of the American Psychological Association, thank you for your
interest in searching for ways to significantly }impm'dve the Federal

»
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Employees Health Benefits Programs. We appreciate the opportunity you have
given us to address our concerns, and look forward to working with you to
correct some of the deficienbias in the system that we have pointed out
today.

]
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Mr. Chairman, members of the Committee, I am Lawrence Y.
Kline, M.D., a physician in the private practice of psychiatry and
a former president of the Washington Psychiatric Society. I appear
today on behalf of the Coalition for Adequate Mental Health,
Alcoholism and Drug Abuse Services.

The Coalition is comprised of patient-based community
organizations and associations representing several thousand
professionals in the Greater Washington Metropolitan Area who
treat and care for victims of mental illness and those suffering
the ravages of alcoholism and drug abuse. Many if not most of our
patients are federal workers covered by the federal embloyee
health insurance program.

Our coalition is dedicated to providing adequate levels
of care for the mentally ill and fof those afflicted with alcohol
and drug related diseases. We have been successful in helping
to achieve these goals in the District of Columbia and in Maryland.
In 1986, the District Government adopted the most far reaching
reform in addressing the health care needs of the mentally ill
and of those suffering from alcoholism and drug abuse. Adopted
were requirements leading to an end to the discriminatory insurance
coverage Qf’these afflictions. All group health policies issued

~within theiDistrict -- save those coming under the FEHBP umbrella --
must now coﬁply. In effect, .this includes providing coverage for
outpatient care and/or hospitalization whenever medically necessary.

Mr. Chairman, when compared to this District law and to
the lawé in_Maryland and elsewhere requiring adequate levels
of coverage for mental and related illnesses,vthe FEHBP is

simply inadequate. It discriminates. For this patient
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group we serve, the FEHBP plans generally fail miserably in meeting
minimum standards of medical necéssity.

It is easy therefore to sum up our views. The FEHBP
must be -redesigned to meet the basic essentials of treatment for
the patient community we serve. Mentally ill federal workers and
their dependents, workers addicted to alcohol and other
debilitating substances and older federal annuitants have been
singled out and discriminated against. Well documented also has
been the Program's gross inefficiency stimulated by its fragmented
and apparently uncharted growth and the wasteful proportions of
its bloated costs and expense.

We hope to have at last found encouragement in the report
of the Towers, Perrin, Forster & Crosby study. But we remain
skeptical. To that end, the major questions for us include the
following:

(1) Does the report address the discrimination suffered
by those seeking to end their alcohol and drug dependency? Does
it address the basic coverage inequities imposed against victims
of serious mental and nervous disorders -- of schizophrenia,
chronic depression and suicide?

(2) What does the.report say sbout plans covering only
those beﬁsfits that sell in the marketplace while ignoring
illnesses such as mental illness which may often still be

enshrounded by misinformed stereotypes?
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(3) Are the plans designed only to attract the
healthiest workers? If so, what are the implications for seriously
i1l victims in need of long term care? Must taxpayer-supported
institutions be the last resort for the chronically ill?

(4) Finally, if it is correct that the notion of adverse
selection precludes any one plan from offering adequate mental,
drug and alcohol benefits, why then hasn't the Congress long ago
insisted that the risk be spread to all the federal plans?

In sum, with the Towers, Perrin report, we hope that the
blueprint for change and reform has begun to emerge. But most of
all we urge that Congress end the discrimination and gegin to
restore victims of mental illness and related afflictions to a
position of legitimacy within the federal health insurance
scheme. As all present here know, benefits for them were the
subject of cutbacks by the Office of Personnel Management beginning
seven years ago. These were arbitrary cuts. Never explained. |
Never justified. And targetted at those individuals who are
perhaps most vulnerable and least powerful.

Sadly, most workers do not even know that their health
insurance does not cover mental illness until it is too late.
There wa%%ﬁéver a vocal public uprising against past moves by OPM.
Those whbiﬂbn't need the insurance ignore the problem. Those who

do often are too sick to effectively mobilize an effort to protest.
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Nevertheless, when people get sick, they must. have
treatment. If uninsured, they either find themselves seeking to
pay catastrophic costs out of pocket, or else the taxpayers end
up footing the bill. Moreover, inadequate treatment for nervous,
mental and similar disorders results in hidden costs including
broken homes, child abuse, alcoholism, reduced productivity,
increased use of other medical facilities, disability, chronicity
of otherwise treatable illnesses and death from suicide =-- the
third leading cause of death of young people in the U.s.

Mr. Chairman, you are to be commended for your role
in focusing national attention on this suicide crisis involving
our nation's youth. Similarly, you,aé much as anyone, appreciate
the consequence of the failure to provide adequate psychiatric
coverage. It simply saddles the taxpayers with an ever increasing
fiscal burden.

Scientific studies have shown time and again that
symptoms of chronic mental illness, such as apathy or the
inability to take initiative, often are the result of inadequate
treatment. These symptoms render such patients totaliy disabled
and place. them on welfare rolls to become part of the enormous
hidden costs of inadequate coverage of mental illness treatment.
These studies and related clinical experience reveal that patients

who break down "permanently," who are repeated criminals, who

have multiple illegitimate pregnancies, commit child abuse,
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trafficvin drugs or develop a;coholism -- these people often have
adolescent histories of trouble and emotional conflict or have
close relatives who sufferred from diagnosable and inadequately
treated psychiatric illness. These are some of the reasons why an
effective FEHBP must be redesigned to insist on non-discrimination
in the coverage of mental illness, alcohol and drug abuse. The
past failure to do so has had tragic consequences.

Because many residents of metropolitan Washington are
federal workers or their dependents, providers of care here --
members of our coalition -- see many of these traumatic and even
fatal consequences. We have heard from them. We havé collected
and compiled their first-hand accounts. We wish to share with
this Committee the human misery caused by discrimination in federal
insurance. That misery is manifested in case histories -- letters
appended to my testimony. The names and details have been
sanitized to protect patients. However, what these first-hand
accounts show is the terrible effects of inadequate and
discriminatory coverage. One letter reads as follows:

"Two years ago my adolescent daughter, away at

college, made a serious suicide attempt. She

--needed a full year of hospitalization at a private

psychlatrlc hospital. My coverage under NALC,

-however, provided for only eight months of coverage

4and that with a copayment of $7,000. This represented
‘a catastrophlc expense to me as a divorced mother

earning $13,000 a year at my government job;
however, my 'catastrophic' coverage did not seem
to extend to this expense . . . I am distressed

to realize that my NALC coverage will pay for
lifesaving heart and liver transplants but no
more than a $50,000 lifetime total for what can
also be lifesaving treatment in a psychiatric
hospital."
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Such documented inequities involving federal workers are

not so apparent in the private business sector. Recent surveys

conducted even before the effective date of the D.C. law show the

following regarding business and organizations representative of a

/

cross-section of large employers:

72% of the plans which p;ovfde~outpatieht
psychiatric coverage place no limits on the
maximum number of visits -- unheard of within the
FEHBP;

92% of the plans provide for outpatient
psychiatric coverage -- far more than the FEHBP;
47% of the plans covering outpatient psychiatric
expenses have no dollar maximum other than that
for the overall major medical plan;

69% provide the same coverage for in-hospital
doctor expenses for psychiatric care as for

other confinements;

57% provide the same coverage for routine services
of inpatient psychiatric care as for other
confinements =-- unheard of within the FEHBP;

30% of the plans -- not enough -- have alcohol and

drug assistance programs.

From a survey of 300 private sector health insurance

plans we know that numbers of major corporations which were

surveyed -- large employers -- provide for no distinction between

the coverage of physical and mental illnesses. These include the
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Quaker Oats Company with over 40,000 employees, Phillip Morris,
Inc. with over 70,000 employees, Knight Ridder Newspapers, Inc.
with nearly 20,000 employees and Eli Lilly & Company with just
under 30,000 employees.

Finally, The Washington Business Group on Health, whose
members provide health and medical insurance benefits for some
55 million workers, retirees and dependents, has found after
extensive research, "There is no way to avoid the cost of mental
illness . . . thus business leaders are increasingly convinced
that paying for prevention and early detection is a wise business
investment." |

Why, in light of all of this evidence from the private
sector, do federal policy makers decide to severely limit mental
'and nervous treatment in health insurance coverage? One fear often
voiced to us is that the number of people who would use these
services would soar without specific caps on treatment. Yet during
12 years of experience with the federal plan, costs of Blue Cross/
Blue Shield mental health services remained at a relatively stable
7.5 perecent of total health costs at a time when treatment
was limited only by medical necessity and not by some arbitrary
ceilings é§tab1ished by OPM. Blue Cross/Blue Shield advised me
about a ;éa; ago that this utilization rate for mental services had

dropped to about 4 percent.
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More and more private plans are realizing the value of
adequate mental health treatment and are incorporating it into
their employee benefit plans. Meanwhile, the federal government
has persisted in moving in the opposite direction or in standing
pat. Yet, study after study conclude that based on employee
contribution and benefits offered, federal workers fare worse
than their private sector counter-parts. In particular, coverage
for mental, nervous and substance abuse treatment, whether on an
in- or out-patient basis, was judged inferior.

There is simply no reason for this discriminatory
treatment under the FEHBP. Today's prognosis for the mentally
ill is at least as promising as that for other important diseases,
such as some types of cancer. About two-thirds of all psychiatrié
patients will show significant recovery, and of these, half will
never need treatment again.

Unfortunately, there is still a stigma and much fear
associated with mental illness. Third-party payers have no
difficulty reimbursing for treatment of a variety of conditions
where the diagnosis may be precise, even though treatment
effectiveness is questionable. With a "broken mind," however,
questions are continuously raised about observable diseases,
clearly défined treatment and reliable prognoses.

Mr. Chairman, it is time this committee acts to redress

this overwhelming inequity and make immediate action an essential
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priority. For too long mental illness, drug and alcohol dependency
have been left to linger at the bottém when it comes to the priority
list of the federal insurance program. About all that has been
obtained in recent years is the admonition by OPM to the Plans
not to cut deeper into mental benefits.

That is not enough. It is too little and too late.
Bills such as H.R. 1734, by Congresswoman Oakar and its
predecessor versions should be considered as soon as possible.
They seek to address the issue of discrimination head on.
Some mechanism, for example, simply must be. imposed to include
in the federal plans a level premium option with non—éiscriminatory
mental health and substance abuse coverage. The case is unassailable.
It is not enough to provide 10 or 20 outpatient ‘treatment visits
at the reimbursable rate of 50%, which is the most coverage
available to a chronically depressed teenaged child of a
federal worker on the brink of suicide. The average group plan
in this area is better suited to address his or her basic medical
needs. Most area self-insured companies such as C & P, Pepco
and Marriott provide greater benefits by spreading the risk
and keeping premium costs in check.

At the very least, Mr. Chairman, OPM can begin to require =--
and Congress can insist -- that the plans consider offering
supplemental benefits to bring coverage up to comprehensive levels;
even if workers have to pay the difference.

Also, mental and related benefit strategies in the

federal insurance system should be designed to encourage a

-9 -
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profeséional provider to determine the most effective and least
restrictive form of treatment. To do so means»establigh;ng
actuarial equivalent standards so that, for éxample, the dollar
value of services may be available whether the treating professional
adopts one treatment setting -- a hospital ~- or another -- a clinic
or an office.

Finally, our coalition encourages access to care within
the FEHBP. 1In that regard, the consumer freedom of choice of
provider mandate currently exempts group model HMO's. Our
coalition is opposed to expanding the exemption for "managed
care" which further restricts consumer access to providers of ..
their choice.

Mr. Chairman, we welcome these hearings. While we

are encouraged, we remain skeptical. Thank you.

- 10 -
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Gaithersburg, MD 20879
November 14, 1986

-

ocaliticon for Adegquate Treatment of

Mental ILlness, Alcoholism, and Drug Abuse
oo, Box 65282
Washington, D.C. 20035

Gentlepersons:

4
This letter is in response to your recent ad in Federal Times
~oncerning current btenefits under FEHBP for- mental illness,
alcoholism, and drug abuse; I support increased benefits.

—

L have had a problem with inadequate psychiatric coverage. ETuw
years ago my adolescent daughter, away at college, made a gz i
suicide attempt. She needed a full year of hospitalization #f &
prrivate psychiatric hespital. My coverage under NALC, however,
provided for only eight. months of coverage and that with a
copayment of $7.000. This represented a catastrophic expense to
me as a diverced mother earning on $13,000 a year at my
governun=snt job; however, my "catastrophic". coverage didn't seen

re evtent to this expense. . Fortunatelv, my former tmshbant vas
abls to secure coverage for the remainder of cur daughter = ‘
hospitalizaticon and for her ocutpatient treatment sinecE, Sher dw
rnow doing well in her studies at a Baltimore oollege anl ies

happily engaged in many extracurricular activities as well.
However., T am distressed to realize that my NALC coverage will
pay for lifesaving heart and liver transplants tut no mcore than a
$50,000 lifetime total for what can alsa be lifesaving treatment
in a psychiatric heospital.
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'!‘rlinqton, VA 22206

5 Mar 87

CANMMDAS

1400 K Street, ..
Room 202

Washington, DC 20005

Gentlenen:

I vish to ecxnress mv obicctions to the serious and -
arvented reduction in the nsychological coverage of federal
health plans. It is a terrible Lurden on families, particularly
those with children. With the growth of two income families
brought about by the recent long and severe anflation and the failure
of salary rates to keep up and catch up with it, psychological

problems have become if anything more serious than they were in
the past.

I belong to the Blues, and I know they maintain a &
couble standard, as does Medicare, between psychiatric illnessns
and all others. I have standard coveraqge. Psychiatric treat-
ments are limited by Blue Shield to 25 a year, and the amount 7 naym
ment to 68% as against a reqgular payment of 75%., It is not fair.

If I go to a medical specialist, say an orthonedist, the spociali~t
M2y see me for no more than ten minutes, have a gtechnican give ‘
me two or three &z X-Rays, and I might perhaps receive a shot of hm‘gk
cortisone. The bill can come close to $200, and Blue 8hield
nay i3y, all or most of it,

Civdd ‘.

On the other hand, if I have an adolescent child who aufl o
severe anxiety attacks and may tend toward depression, the costb
to me can be enormous. Psychiatric help is absolutelv essenti !,
On a time bhasis, the nsychiatrist receives and charaes leas
‘than any type of specialist one may mention. But just becoune
it is for his time that he is paid, his services are allowed
less repayment. than anyone else. There are many other time-
consyming illnesses, with much less positive proanoses than
mental illnesses, that are not treated in this discriminatory
fashion.

Very trulv yours,
bl -
A b
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CALIADAG

1400 K Street, .4,
Poom 202 ,
“ashington, DC 20005

Gentleinen:

T vish to exnress mv objections to the serious amd un-
varrented reduction in Ltlie nsychological coverage of federal
health plans. It is a terrible burden on families, particularly
those with children. With the growth of two income familiocs
brought about by the recent long ‘and severe anflation and the failure
of salary rates to keep up and catch up with it, psycholoqgical

problems have become if anything more serious than they were in
the past.

I belong to the Blues, and I know they maintain a =
double standard, as does Medicare,;between psychiatric illnesses
and all others. I have standard coveragqge, Psychiatric treat-
ments are limited by Blue Shield to 25 a year, and the amount of paym.
ment to 60% as against a regular payment of 75%. It isg not. fair,
If I go to a medical specialist, say an orthopedist, the specialist
may see me for no more than ten minutes, have a Btechnican yive '
me two or threce ax L-Rays, and I might perhaps receive a shot of‘#woag
cortisone., The bill can come close to $200, and Blue Shield
may (5= all or most of it,

redds .

On the other hand, if. I have an adolescent child who suffers
severe anxiety attacks and may tend toward depression, the cost
to me can be enormous, Psychiatric help is absolutely essential,
On a time basis, the nsychiatrist receives and charues less
than any type of specialist one may mention. But just because
it is for his time that le jis paid, his services are allowed
less repayment than anyone else. There are many other time-
consuming illnesses, with much less positive prognoses than

mental illuesses, that are not treated in this discriminatory
fashion.
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H}e mlslf‘lord, MA 01824

December 17, 1986

Coalition For Adequate Treatment of Mental
Illness, Alcoholism and Drug Abuse

PO Box 65282 ’

Washington, D.C. 20035

Dear Sir:

I agree with your goal of halting discriminatory insurance coverage
for mental illness, alcoholism and drug abuse. I am the victim of lesas
than adequate coverage for mental illness. We now know that the causes of
mental illness are physical in nature, but our insurance coverage is less
than for the established definition of physical illness.

v

I want to suggest that perhaps the subjects of mental illness,
alcoholism and drug abuse be treated separately for medical insurance
coverage purposes.

Please let me know how you want me to question my current benefits,
and if there is anything else I can do.

-

Yours truly,
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November 12, 1986

Coalition for Adequate Treatment

of Mental Illness, Alcoholism and Drug Abuse
P O Box 65282

Washington D.C. 20035

Dear Sirs:

I am a postal employee now for 4.5 years. My son was a teenaqger:

when I became an employee and he did get involved with drugs and
became an abuser. There was no plan that offered me mental treatment
or drug abuse treatment that could help me. Drug abuse is not
considered short-term or a crisis to be treated with six visits or
whatever the different similar restrictions are in the health plans
offered by the Federal Government.

It may be true that everyone should not pay a high premium for
some others' high-costing treatments but perhaps a "level-3
option" or some other phrase could be offered to people who are
willing to pay the premium say through the ages their children are
preteen through teen just like some people are willing to pay for
a higher premium for well-baby care.

Let us choose if we want coverage for this and tell us what we
would have to pay for.it. .

I think the same holds true for chiropractic care: I would pay

a heftier premium if the coverage was available but it is not
available except in a small amount (limited to so many visits per
year) on a couple of the plans.

By the way, my son is now 21 and married. He has many problem which
I feel he would not be carrying with him if he had been able to get
help (which I could not afford without some kind of insurance assis-
tance) during his earlier years. '

Sincerely,
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!1 ver Spr!hg, MD !!! {_0

November 17, 1986

Coalition for Adequate Treatment
P.0. Box 65282

Washington, DC 20035

Gentlemen:

| wholeheartedly agree with your ad in this week's Federal
Times: mental health coverage is quite poor for Federal
employees. 1| don't know of one health benefit plan which
provides adequate coverage, particularly for outpatient

treatment. | agree with you that mental health benefils should
be approximately the same as for physical care.

Good luck in your campaign!

Sincerely,

Sanitized Copy Approved for Release 2013/01/14 : CIA-RDP90MO00005R001000100010-4
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Bowie, MD 20716
November 14, 1986

Coalition for Adequate Treatment

Of Mental Illness, Alcoholism, and Drug Abuse
P. 0. Box 65282

Washington, D. C. 20035

Dear Sirs: .

' ' I wrote a letter to you dated November 13 in which 1 said
my Blue Cross policies only provided 30 days (each) for
hospitalization for mental illness and that it was a 1life-
time restriction. I was in error. It is 30 days coverage
per year.

Please, please do all you can to have these discriminatory
provisions changed! .

Sincerely yours,

+
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November 28, 1986

Coalition for Adequate Treatment

of Mental Illness, Alcoholism, and Drug Abuse
P. 0. Box 65682 '
Washington, D. C. 20035

Dear Sirs:

In response to your advertisement in the Federal Times, 1 wrote
two letters to you. If you are keeping those letters on file
please add this one to it.

My husband is currently a patient at Sheppard-Pratt liospital in
Baltimore. lle has had 30 days care on his Blue Cross companv
policy and some on Major Medical. Although he 1s a participant
in my family Blue Cross policy the insurance company is lumping
both policies topcther and implying that the 30 days coverage
on my policy is not available to him.

lle is miraculously better due to the excellent care he is re-
ceiving but he is far from well either mentally or physically.

Now the hospital is being pressured by Blue Cross to transfer

him to an out-patient basis. If they succeed in this I will have
three alternatives: hire a private nurse to stay with my husband,
take a leave of absence without pay from my job to be with him;

or pick up the $12,000 tab for an extra month's care out of my
rapidly dwindling retirement savings.(We are both in our 60's).

- How can this discrimination against mental illness be ended!

Sincerely yours,
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November 13, 1986

Coalition for Adequate Treatment

Of Mental Illness, Alcoholism, and Drug Abuse
P. 0. Box 65282

Washington, D. C. 20035

Dear Sirs:

You cannot imagine the relief T felt when I saw your advertiaement
and realized that someone was doing something to correct the ter
rifying restrictions placed on mental health coverage by all hes-
pitalization plans. .

My husband is currently a patient in Sheppard-Pratt Hospital,

Towson, Maryand. His condition was diagnosed as- pyschotic depression.
His Blue Cross policy and my policy (in which he is a participant)
will only pay fully-for 60 days treatment - and my understanding is
that this is a one-time, lifetime provision. After the A0 davs are
up (and they are deducting 9 days that he spent as a medical paticnt
in Anne Arundel GCeneral Hospital prior to transfer to Sheppard-Fratt)
they will only pay 807 of the basic charge which will leave me with the
choice of returning him to home only partially cured or absorbing

a charge of approximately $2000 per month which does not include

any special treatments, care or physician's fees!

My understanding 1s that once he is dismissed lie can never receive
hospitalization assistance again. If he becomes ill once more it

would ruin us financially to try to hospitalize him to receive the -
treatment he would need.

This is so outrageously unfair! 1f it were his heart or a hernia or
a blood disease he tould be treated again and again but because it is
mental illness we must live in fear not only of a recurrence but of
financial catastrophe.

Whatever support I can lend to your effort to remove the stipma and

prejudice toward mental illness in the health insurance industr: |
will give gladly!

Sincerely vours,
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viduals who were stratified by age
to match the age distribution of the
mental health scudy group. Fam-
ilies with any member receiving
treatmeant for alcoholism or drug
abuse were excluded from both
the comparison 8roup and the
mencal health study group.

The ideal research design for
determining stacistically significane
changes in tocal health care part-
teras would use experimental
treatment and no-treatmene con-
trol groups randomly assigned
from the same population. Howey.
er, the identification of 4 diag-
nosed but untreaced 8roup is im.
Possible in a large field study uriliz-
ing health insurance claims as a
means to identify the treacment
population.

An alternative is a quasi-experi-
mental design thae utilizes a non-
equivalent comparison 8roup as
well as multiple pretests and post-
teses (11,12). A Pre-post design
Was used to compare pre-mental-
health-treatment averages® over
various time periods with averages
after initiation of treatment,

Since the comparison 8roup is a
nonequivalent one, it can be used
only for baseline comparisons with
the mental health treatment group,

In addition, a longitudinai analy-
sis that pooled available data from
all individuals was useq to describe
long-term patterns, The pre-post
analysis permits reliable testing for
seatistically significane changes in
cost and utilization, The longitudi-
nal analysis permies use of all the
available daca o document long-
term trends and tendencies,

Comparison of the groups
The mencal health study group and

ily size, and type of health insy,-
ance plan option. The average fam-
ily size for those with at least one
member receiving mencal healch
care was 2.57 persons, compared
with 2.54 persons in families in che
random sample. The average fam.
ily age (as of January 1984) wag

48.8 years for the mencal heaith

treatment group and 49.2 years for
the comparison 8roup. The same
percentage of both 8roups (79 per-

1072

cent) were enrolled under high.
option Coverage.,

The monchly per-person costs
(in January 1980 dollars) for aji
health care for families wich a¢ lease
one member receiving mental
health treatmene were $158.82,
compared with $91.85 for the ran.
dom sample. Mosc of this differ.
énce was the resule of inpatient
treatment costs ($104.85 5 month
for the mentaj health treacment
8roup versus $60.12 a moneh for
the random sample). However,

tween the two 8roups in ambuyja-
tory care and ocher coses over the
four-year study period.

The families wich at least one
member receiving mencal health

pared with .18 days for the random
sample. Mencal health treatment
costs amounted to $22 per month,
or 14 percent of the 3159 average
monthly coses for aj) health case
for persons in the mencal healch
study group, thys indicating chae

these cost differences are not due

primarily to che cost of menral
health treatment. A|j of these com-
parisons were stacistically signifi-
cant at p<.001. In point of face,
given the relatively large treatment
8roup and comparison 8roup sizes
utilized in this study, most differ-
ences were statistically significane,

Mental health treatment
costs and utilizatjon

During the 198083 period, those
in the continuously earolled popu-
lation who filed mencal health
treatment claims were largely fe.
male (60.6 percent). The mean age
was 45.3 years bur varied widely.
More than 16 percent of the 8roup
were under 21 years old and 23
percent were 65 and over. Forty-
five percent of the group were
enrollees (federa| employees or
annuicants), 33 percent were
Spouses, and 22 percent were de-
pendent children, Less than 1 per-
cent were other dependents.

The cost of mental health care
Per person receiving care during
the scudy period was $2,079 (Janu-
ary 1980 dollars), of which 63.4
percent was paid by Aetna as

October 1987 Vol. 38 No. 10

health insyrance benefits. Inpa-
tient care, though utilized by only
20 percent of the mencal health
patients, accounted for GO percent
of mental heaith treatment costs.

he average length of inpatient
mental health treacment was 32,2
days. More than half of the inpa-
tient stays were 21 days or less,
and almost a fourch were seven
days or less. The average cost per
admission wag $3,887 (January
1980 dollars), and che average
number of admissions per person
utilizing inparient Care was .57,
No data were available on whether
the inpatient $tays were in special-
ty facilities or 8eneral hospitals,

Ambulatory care was used by
83.7 percent of those receiving
mental heaith treatment, and they
had an estimated 22 mental healch
ambulatory vises per person dur-
ing the study period. The number
of estimated visjcs i$ based on
claims dara from institutional pro-
viders only; whether 2 similar
number of visits were made to
Private practitioners is unknown.
The primary providers of ambula-
tory mental health care were physi-
cians, who accounted for 71 per-
cent of total visirs (Aetna’s codes
did not distinguish berween types
of physicians); psychologists, who
accounted for 20 percent; and psy-
chiatric social workers, who ac.
counted for slightly more than 3
percent.

Pre-post pacterns
of medical care
Total medical care costs and uril;-
zation for individuals receiving
mental health treatmenc were ana-
lyzed using the first such treatmenc
cvent as a reference point. Individ-
uals began treacment during each
month of the study period, and
there were varying amouncs of data
available for analysis before and
after initiation of treatment. For
example, persons beginning trear.
ment in early 1980 would have
only a few monchs of pretreatment
data but more than three years of
posttreatment daca. For those
whose initial tréatment was in mid-
1983, the opposite situation ap-
plied.

The primary research question
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ues were $108 (31 ¢o 36 months),
$128 (25 o 30 months), §124 (19
© 24 moaths), $126 (13 (o |8
moanchs), $147 (seven to 12
months), aad $493 (one to six
montchs), ent initiation
values were $239 (one. to six
months), $183 (seven to 12
months), $167 (13 ¢o 18 months),
S158 (19 ¢o 24 months), $144 (25
to 30 months), and S137 (31 t0 36
months). .

These dara illustrace che 8radual
rise in total health care costs over
the 36-monch period before the
start of mental health care and 3
sharp climb in such costs in the six-
month period immediaze!y ptior to
treatment. After treatmene began,
total coses dropped continuously
over the following 36 months.

The longitudinal patterns of age
and gender subgroups were similar
to that of the overal] study popula-
tion. However, important differ.
ences berween subgroups did ex-.
ist. One way of examining these
differences is to evaluate the ex.
tent to which the heaich care costs
of persons receiving mencaj heaith
treatcment converge with the cost
levels of individuals of similar age
or sex from the random sample of
families in which no members re-
ceived menca} healch treatment.

For each six-month interval de-
fined above, monthly total heaith
care costs of treated individuals
were transformed into 5 propor-
tion of the average monthly per-

from the random sample. The age
and sex cohort Provides a baseline
for the expected level of cost on
the average. For each month of che
study period, average toeal healch
care costs for the mencsl healch
patients (defined by age group or
gender) were ‘divided by the
monthly average for the corre-
sponding age or sex cohort to de.
velop an index or ratio. Thus a
value of | indicates thae the
monthly average for any interval
was equal t0 the monthly four.yeqr
average of the baseline 8roup. A
value less than | means the menea]
health treatment group exper;-
enced costs less than the baseline,
and a value greater than | indijcae.

1074

ed costs higher than baseline.

All of the three youngest treas.
ment subgroups (under 14, 14 ¢o
19, and 20 10 24) incurred initial
coses (in the 31- ¢o 36-month pre.
treatment period) thae were higher
than their age cohorrts, with values
of 1.47,1.19, and 1.61, respective.
ly. By the end of the foﬂow—up
period (31 to 36 months after injg;-
ation of treatment), health care
coses for all 8roups remained con-
siderably higher chan for their age
cohorts (2.49 for those under age
14, 3.17 for ages 14 chroygh 19,
and 2.44 for ages 20 chrough 24),
The 14 ¢ 19 age group had the
highest coses relative o their non.
treatment age cohorr ac the time of
initiation of treatment. Their coses
peaked at a leve) 23 times higher
than cheir genera) age cohorr.

Compared wich their younger
counterparts, menca) health pa-
tients in che three older subgroups
(25 t0 44, 45 ¢o 64, and 65 and
older) incurred costs that con-
verged more closely with those of
their age cohore by the fina] post-
treatmenc inteeva| (31 o 36
months). This js illustrated by the
values of 2.12 for those berween
age 25 and 44, L.73 for those
berween age 45 and 64, and 1.37
for those age 65 and older,

Cost ratios for- males and fe.
males were also analyzed. Females
in the treatmene 8roup initially (3]
t©0 36 monchs prior to treatment)

ad total healch care costs per
month that were significancly high-
er than coses for females in the
random sample (3 Proportiona] vaj.
ue of 1.77). Males receiving men-
tal health treatment, however, had
costs comparable o males from
the random sample baseline a¢ thig
point (1.01). By the finaj posctrea:-
ment period, males were closer to
the levels of the random sample
(1.66) than were females (1.99),
although the coses for treated fe.
males were closer to their actua]
pretreatment costs,

Conclusions

e resules of chis study provide
confirmation of the findings of
Previous studies as we|) as provide
new findings, Previously unreport-
ed, concerning the question of the
October 1987
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Potential for mental healch treac-
meat to reduce ocher health care
costs.

In this seudy, the roral heaith
Care utilization and costs of Aerna

_FEHBP-enrolled families recejv- -

Ing mental healch treatment were
higher than those of ademographi-
cally similar comparison group of
enrolled families not receiving
mental health treatment.
The longitudinal pattern of toeal
th care costs illustrates that a
marked increase in such costs
among individuals wich mental
health problems can be expected
over the 36-monch period prior to
initiation of treatment. A decrease
in total healch care costs can be
expected following the start of
mental healch treatment—even
when the costs of this treatmene
are included. This is in contrase to
Borus and associates’ finding (13,
thae offset savings in general amby.

mental health care jeseif

. Our analysis of specific age sub.
8roups indicates thae subpopula-
tions are diﬂ'erentially contriburing
most to the overall drop in tora]
health care -utilization. The best
convergence with the baseline jev.
el of their general age group co-
horts occurred for patients who
were age 65 and older, followed by
those in the 45 to .
The two youngest groups, ages 14
t0 19 and under age 14
least convergence with their gener-
al age group cohortes. I¢ is possible
thar these differentia] COSt patterns
are due in parr to age-related vari,.
tions in specific diagn
severity of mental illness. This is.
sue could not be ;
the daca available fo, this seudy bye
merits further investigation.

It is not possible o estimate
exactly how much of the decline in
health care utilization afrer initia-
tion of treatmene g due to trear.
ment per se versus ocher factors
such as self-selection and motiva-
tion, regression toward the mean,
and so forth, The relatively long
periods before and afrer initiation
of treatmene used in oyr analyzes,
however, Provide a valuaple per-
spective- for evaluating this ssye.
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Statement by Congressman John Myers
~ Subcommittee on Compensation and Employee Benefits

Federal Employees Health Benefit Plan (FEHBP)
May 11, 1988

Mr. Chairman. I commend you on conducting these timely
hearings on the Federal Employees Health Benefit Plan (FEHBP). I
am sure that most everyone in this room has already taken the
time to read the OPM report conducted by Towers and Perrin. The
report has proven to an excellent investigation into the FEHBP,
and I look forward to receiving testimony and working toward
crafting a health care program that meets the needs of all

federal employees.

Franklin D. Roosevelt once said, "We have nothing to
fear except for fear itself." When federal employees are forced
to select a health care provider, it seems that fear and

confusion prevail. Because there are so many different plans

. available, most are forced to rely upon fellow co-workers for

information about health care. Obviously, this is no way to choose
a health care provider. With over 50 different plans offered in
the Washington, D.C. area it's no wonder federal employees are

forced to deal with health insurance in such a manner.

Most health care professionals will agree that health
care has changed more in the last five years than in the previous
25 and more changes are expected in future. Federal employees
and retirees need a health care program that will meet the needs
of this vast group and yet be flexible enough to meet future
changes in the health care industry.

(over)
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JOINT STATEMENT OF
ROBERT J. BECKER, M.D., CHAIRMAN
AND
JAMES C. SMITH, PRESIDENT
HEALTHCARE COMPARE CORPORATION
BEFORE THE
SUBCOMMITTEE ON COMPENSATION
AND EMPLOYEE BENEFITS
HOUSE POST OFFICE AND CIVIL SERVICE COMMITTEE
MAY 11, 1988
Mr. Chairman and Members of the Subcommittee:

HealthCare COMPARE appreciates the opportunity to submit
this written statement for the record of these hearings. 1In your
letter of invitation, you indicated that the purpose of this
Federal Employees Health Benefits ("FEHB") Program oversight
hearing was to entertain comments about the recent increase in
FEHB Program premiums, the potential for expansion of health
benefits, and possible reforms to the FEHB Program. In consider-
ation of the magnitude of these issues, we will confine our
remarks to our area of expertise, and to an issue which we
believe affects critically each of these concerns regarding the
FEHB Program -- namely utilization management as a prescription

for unnecessary and wasteful FEHB Program costs.

Background

HealthCare COMPARE is a public company which performs
utilizatioﬁ:management nationwide for insurance carriers and
administrators, corporate employee benefit plans, HMO/independent
practice associations, Taft-Hartley union trusts and government
health benefit plans. We are, by most measures, the industry

leader as the largest independent utiliiationAmanagement company
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in America. As a consultant to payors of health benefits,
COMPARE provides professional, physician-directed medical
necessity recommendations and certifications. The most important
programs we provide include hospital preadmission and continued
stay review, a managed second surgical opinion and waiver
- program, medical case management and discharge planning, mental
health services review, chiropractic review, dental review and
disability review. Descriptions of these programs are appended
to this statement as Exhibit A.
COMPARE currently subcontracts to provide six FEHB

employee organization sponsored fee-for-service plans with a
range of utilization management services designed to reduce
unnecessary and wasteful medical care services which are not
appropriate to patient conditions, diagnoses, ilinesses, or
injuries in accordance with the plan’s medical necessity
criteria.

Utilization Management’s Role
in the FEHB Program

Many health policy commentators have maintained that, as
a society, we must commit ourselves to finding effective ways of
delivering only medical care which is truly necessary. That this
Ais a lofty and costly goal is borne out by the ever increasing
cost of health care, which today stands at roughly 11 percent of
the gross national product. Because of this recognition of
increasing costs, the health policy community generally agrees
that, if we are to achieve or even approach that goal, we cannot

afford to deliver care which is medically unnecessary at sites

—_—2 -
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which are too costly. The cloud looming over health policy
discﬁssions in both the private sector and federal sector is the
growing health care bill and, for the FEHB Program, it is
reaching overwhelming proportions.

The issue of how much we pay for medical care can be
considered as a relatively simple equation:

Cost of Number of Price Per
Health Care = Units X Unit

In other words, the cost of health care equals the number of
hospital days, the number of physician visits, ordered tests and
procedures, etc. ("units") multiplied by the price per hospital
day, the price per physician visits and consults, and'the price
per laboratory test and x-ray, etc. Utilization management goes
to the crux of this equation -- control health plan expenditures
and program costs by controllipg the number and nature of "units"
delivered based on medical necessity determinations.

The Federal Government, as an employer offering health
insurance for 4 million active and annuitant enrollees and their
dependents through the myriad of plans in the FEHB Program at a
total annual cost of over $11 billion, has at its disposal the
capability to protect the financial integrity of the FEHB Program
by requiring all plans to implement uniform, mandatory medical
necessity utilization management programs. Only in this way can
the FEHB Program properly manage its risk, fuse benefits provided
to the most efficient use of premium dollars, stop the diversion
of scarce benefit dollars to wasteful and/or overpriced services

and supplies, and ensure delivery of medical care in settings

-3 -
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appropriate to patient conditions, diagnoses, illnesses or

injuries.

Without a program-wide emphasis, individual plans,

which act responsibly by requiring utilization review, are

perceived to be placing themselves at a competitive Open Season

disadvantage due to enrollee misconceptions about participation

requirements associated with such programs. Thus, those plans

acting responsibly by implementing such effective cost contain-

ment efforts are needlessly burdened by additional Open Season,

‘and continual year-around, educational expenditures and efforts

to provide the enrollee with appropriate conceptions and

perceptions of:

1.

The overall role of utilization review
(e.g., the avoided harmful side effects,
health dangers, and premium costs of
unnecessary procedures and hospital

stays) ;

The impact of review on treatment
decisions (e.g., access to the most
current and state-of-the-art treatment

modalities); and

The ease or simplicity by which the
enrollees can participate in the review
process (e.g., easy toll-free telephone
calls to initiate review);

-l -
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Ironically, this extra burden falls only on responsible plans.
Through their implementation of such utilization review, these
plans act to protect both FEHB Program monies and enrollee
pocketbooks by helping to keep plan expenditures, and thus rates,
limited to paying for‘only medically necessary care. The
inconsiétent system of the use of utilization management
currently in place leaves substantial pockets of vulnerability
for the Federal Government wherein FEHB plans, which have not
instituted medical necessity utilization review, pay for wasteful
supplies, inefficient treatment modalities and services at
inappropriate and costly sites. Under the present system, FEHB
plans, the Government, and ultimately the enrollees are exposed
to the increased cost of paying for wasteful and inappropriate
care both related and unrelated to spécific patiént conditions,
diagnoses, illnesses or injuries. |
We recognize that to implement comprehensive utilization
management might generate opposition against the imposition of
mandatory plan benefit designs. However, program-wide applica-
tion of mandatory utilization management should not be considered
the same as mandatory plan benefits. Utilization of ﬁedically
unnecessary services is, in and of itself, a program-wide problem
costly to all parties. Utilization management, however, is an
effective method for the Federal Govefnment as an employer, like
other employers, to place a 1id on the societal problem of wastg-
ful utilization of health care resources. The Federal Government
and the American taxpayer can ill afford to pay for medically
unnecessary or inappropriate care merely to retain the status quo

-5-
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appease parochial notions about the FEHB Program competitive
model. As the recent Towers, Perrin, Forster and Crosby
- ("TPF&C") study commissioned by the Office of Personnel
Management ("OPM") indicates, the present model places far too
much emphasis on competition at the "seeking of enrollees" level
with the attendant effect of risk segmentation that causes the
Federal Government, and enrollees as a whole, to spend more than
is ﬁecessary for health benefits protection.

The "Open Season" door swings both ways -- while
effective utilization review lowers plan costs, it plays only an
incremental role in the aggregate benefit and rate package. The
savings generated, while substantial, are at the margin of the
total cost of any particular plan, which is influenced far more
by the plan’s overall benefit content and design; While the
impact of utilization review cannot by itself guarantee appealing
rates -- too many other factors influence price and enrollee Open

Season decisions -- utilization review can ensure that the

individual plan is getting the most per dollar of benefit cost,

and, if and when that concept is engrafted on the FEHB Program as
a whole, it can and will ensure the same results for the Program .
as a whole, and thus benefit both its sponsor and its
participants.

Support for utilization manaéement as a cost containment
technique is broad and solid. Numerous studies in both the
Federal sector and private sector have recognized the prudenge
and value of medical necessity utilization management programs.
The investigative arm of Congress, the General Accounting Office

6
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("GAO"), has been a strong advocate of the advantages and cost
effectiveness of medical necessity utilization management.
At the behest of Congress, the GAO studied the process

and in its report, entitled OPM Should Promote Medical Necessity

Programs for Federal Employees’ Health Insurance (GAO/HRD-80~79

July 29, 1980), suggested that OPM:

[N]eeds to keep abreast of medical necessity
program developments both in and outside the
Federal Government (and) increase its involve-
ment in making better use of medical necessity
programs.

The overall recommendations of the General Accounting Office
were:

To make sure that medical necessity programs
receive appropriate attention and
consideration, the Director, OPM, should:

--Systematically monitor developments in
these programs, in both the private and
public sectors.

--Evaluate these programs to determine how
Federal Employees Health Benefits
(P]Jrogram plans might use them to foster
better health care and lower health
insurance costs.

--Require the Federal Employees Health
Benefits [P]rogram plans to use aspects of
these programs that are proven beneficial.
Moreover, the Comptroller General’s study entitled

Constraining National Health Care Expenditures -- Achieving

Quality Care at an Affordable Cost, (GAO/HRD-85-105 September 30,
1985) confirmed that: |

(A major factor] contributing to increased
utilization of health care services . . . (is
the] unnecessary and/or inappropriate
utilization of services (p. 149)

* * &
-7 -
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Numerous studies have demonstrated that a
substantial but unknown amount of health care
provided is either medically unnecessary or
inappropriate (p. 151)

* % *

(E]ven without total agreement concerning the
magnitude of the problem of unnecessary and
inappropriate services, there is sufficient
agreement to support the view that the
potential savings are substantial (p. 152)

Still, in spite of the weight of authoritative evidence
supporting utilization management as an effective and necessary
cost containment tool, OPM, to date, has not endorsed the need to
coordinate policy and fully implement mandatory utilization
review as a requirement across the FEHB Program. As the
Comptroller Genéral noted:

OPM believes that plans should not be required
to conform to prescribed OPM regulations but
should instead have the flexibility to try
their own cost-saving strategies. OPM
believes that adequate incentives for this to
occur exist in FEHBP because inefficient plans
will be eliminated from the program as a

result of competition from other plans. (p.
211)

The FEHB Program’s actual utilization experience, and the recent
TPF&C study, have pointed out the ineffectiveness of this
hands-off posture toward comprehensive mandatory utilization
management. In fact, among the most feasible, and most easily
implement?d, recommendations made by TPF&C was:

All plans should be required to implement

preadmission review, individual case

management for large claims and other

effective cost containment measures [OPM
Contract 87-9027, p. 152]
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A Final Note
All Review is NOT Equal

The issues raised by the Subcommittee in these oversight
hearings -- the recent increase in FEHB Program premiums, the
potential for expansion of certain health benefits and possible
reforms to the FEHB Program -- all must be considered in the
context of the level of program-wide utiliéation of health care
resources, its costs and how to manage it. .Getting control of
health care costs starts with the recognition that only physi-
cians treat, test, hospitalize patients, and perform surgery.
Therefore, any move to effectively control health care costs
through utilization management must involve those attending phy-
sicians actively in that process, beginning with the hospital
preadmission and continued-stay review processes. Truly effec-
tive cost management results from altering physician practice
patterns and habits. We are pleased to report that those habits
are indeed changing, but there is still a long way to go.

There are real distinctions between programs which are
generically called "utilization review." We at HealthCarei
COMPARE maintain that there is a marked superiority in a program
design which includes, at a minimum, second stage physician-to-
physician dialogue in a large percentage of all cases under

review because it is that objective physician involvement which

sets utilization review programs apart in terms of savings
achieved and sensitivity to enrollee and patient concerns. It is

important, however, that the reviewing physician not have

financial, referral, social, or constituency relationships with

- -
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the attending physician. Conflicts of interest must be avoided

by maintaining the objective physician review oversight ability.
Real cost management, which does not leave a trail of unhappy
enrollees and non-compliant attending physicians, demands
objective physician direction and involvement, rather than
impersonal and insensitive "cookbook medicine" which can emanate
from simpie algorithm approaches.

Identifying patients who can be treated safely at home,
or in some other appropriate place, rather than in an acute care‘
hospital requires knowledgé of illnesses and of all available
technologies and methods for treating illness. Thus, .a full
understanding of the patients’ actual diagnoées and conditions,
the anticipated treatment plan, and any planned or contemplated
surgical or other procedures are critical to effective
utilization review. Fragmentation, or a lack of coordination, of
such knowledge cannot be tolerated in an effective review
program. |

In this regard, the most sensitive, and cost effective
time to begin medical case management of potential large cost
cases is as soon as possible. To do this, medical case manage-
ment iden;ification must be initiated by incorporation into a
preadmission, continued-stay module of a comprehensive utiliza-
tion review program, rather than by léss sophisticated and more
costly methods such as claim dollar amount or hospital length of
stay thresholds employed by some utilization review initiatives.
Highly skilled professional judgment is needed to determine which
cases will require actual, hands-on case management, and to

-10~-
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ascertain whether alternative delivery modes of necessary care
are medically safe, demographically available, truly cost effec-
tive and ultimately more desirable for the well being of patient
and his/her family.

The paramount goal of effective utilization management
must be to orchestrate the coordination of the patient, the most
effective technologies and information, and the attending
physician in the most cost-effective environment. 1In achieving
that goal, the use of independent, physician-directed medical
assessments in evaluating medical necessity qﬁestions greatly
strengthens the validity and effectiveness of utilization
management. It contributes significantly to ensure quality by
separating medical necessity decisions from the payers and
deliverers of the health care system.

We thank you for your interest in our comments and hope
that they will be helpful in your performance of your oversight
role regarding the FEHB Program. We stand ready and willing to
assist the Sﬁbcommittee in any way you desire as it considers the

issues addressed in this statement.

-11-
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EXHIBIT A

HOSPITAL REVIEW

The COMPARE Hospital Review Program works like this:
Preadmission Certification

Before admission to the hospital, the enrollee, patient,
family, friend, or physician makes a toll-free call to a
HealthCare COMPARE coordinator to provide basic demographic
. information:

...patient name, birth date, phone, etc.
...reason for hospitalization

-+« .proposed treatment or surgery

.. .number of hospital days planned

HealthCare COMPARE will review these data and notify the
patient, the attending physician, the hospital and the claims
administrator that the admission (and number of inpatient days)
can be recommended for certification of medical necessity under
the terms of the health benefit plan.

If certification cannot be recommended, the case is
referred to a HealthCare COMPARE physician consultant who
immediately calls the attending physician. With rare exception,
questions are quickly resolved through this physician-to-
physician review which takes place in 40 percent of all cases.

Emergency Admissions

If a patient is admitted to a hospital on an emergency
basis, HealthCare COMPARE prepares a review if notified within
two business days. Again, the case will be reviewed by a
HealthCare COMPARE coordinator (or a physician consultant) and
certification recommendations and length of stay assignments will

- be completed. _

Continued Stay Review

On the day after a scheduled admission, HealthCare
COMPARE calls the hospital to verify that admission. On the day
before a stay is scheduled to end, HealthCare COMPARE calls the
attending physician to verify discharge or, to initiate review if
| additional days are requested. .
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SURGICAL OPINION

The COMPARE Managed Second Surgical Opinion and waiver
Program works like this: 1

1. When the attending physician recommends surgery,
the enrollee/patient checks his/her brochure to see if the
procedure requires a second opinion. :

2. If a second opinion is required, the attending
physician or an assistant calls HealthCare COMPARE with the
information about the case.

3. In eight to ten percent of all cases, the procedure
will meet the strict guidelines that allow the second surgical
opinion requirement to be waived by the HealthCare COMPARE
coordinator.

4. All remaining cases are referred to HealthCare
COMPARE review physicians. They can waive the second. surgical
opinion in an additional thirty to forty percent of the cases.
This screen to waive second opinions not only saves consultation
costs, it helps avoid delay when surgery is clearly needed.

5. When a second opinion is necessary, HealthCare
COMPARE sends the names and telephone numbers of local
board-certified specialists who can provide it. The patient
selects the specialists and schedules an appointment.

6. Second opinion physicians perform independent
examinations including necessary diagnostic procedures. Then,
they provide an opinion for the patient to consider. Finally,
they call HealthCare COMPARE with their findings.

7. When there’s agreement between the surgical
recommendation and the second opinion, HealthCare COMPARE
notifies the patient and the claims administrator that no further
opinions are needed. Because of obvious legal ramifications
regarding the doctor/patient relationship and treatment
decisions, decisions as to actual hospitalization or the
rendering of particular medical services are made only by the
patient and the attending physician which decisions are separate
and distinct from a plan’s payment decision.

8. If the initial recommendation and the second
opinion disagree, HealthCare COMPARE notifies the patient and the
claims administrator that a third opinion should be obtained.

The same objective procedure is used for obtaining a third
opinion to clarify the recommended course of treatment.
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CASE MANAGEMENT

COMPARE Medical Case Management can extend cost
effective insurance benefits by researching options to the long
hospital stay. The program works like this:

1. A dajily database search by HealthCare COMPARE
computers identifies candidates for long hospital stays within
two days of a patient’s admission review.

2. HealthCare COMPARE gets authorization from the plan
or its claims administrator to review the case,

3. A consulting physician from HealthCare COMPARE
reviews all of the information on a case and discusses it with
the attending physician.

4. Frequently, national HealthCare COMPARE physician
specialists will also review the case and give an opinion
regarding alternative care.

5. The attending physician confers with the HealthCare
COMPARE consulting physician and the national specialists. Then,
HealthCare COMPARE develops the appropriate options such as
negotiated cost effective vendor discounts and obtains the claims
administrator’s approval for "payment by exception" if necessary.

6. If a patient and attending physician choose
alternative care, instead of extended hospitalization, HealthCare
COMPARE notifies the plan and the claims administrator about the
option selected and that home care, family training, etc. are to
begin.

7. HealthCare COMPARE continues its review until:
-..s8ervice is no longer required.
...benefits are exhausted.
...life-long service is needed.
Before case management review is discontinued, the

patient, attending physician and claims administrator are
notified by HealthCare COMPARE.
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MENTAL HEALTH SERVICES REVIEW

COMPARE’s Mental Health Services Review Program works like this:
Certification

Prior to admission, the attending mental health
practitioner calls a HealthCare COMPARE coordinator to provide
information about the case. HealthCare COMPARE reviews this data
and notifies the patient, the attending practitioner and the
claims administrator that the admission can be certified as
medically necessary under the terms of the benefit plan.

Emergency Admissions

If admission for psychiatric care is on an emergency
basis, HealthCare COMPARE can prepare a review if notified within
two business days.

Mental Health Extension Review

INPATIENT CARE: HealthCare COMPARE initiates all
extended stay reviews. The day before a stay is scheduled to
end, HealthCare COMPARE calls the attending practitioner to
verify discharge.

ALCOHOL OR SUBSTANCE ABUSE CARE: HealthCare COMPARE
calls the attending practitioner at the midpoint of the treatment
Plan to confirm the patient’s progress. The day after the
projected end date of the previously certified days, HealthCare
COMPARE calls to confirm discharge.

Outpatient Therapy

If an attending practitioner proposes more than seven
sessions, review is required. After the seventh session, the
attending practitioner calls HealthCare COMPARE to initiate the
full review process and to provide the information needed to
certify outpatient care as medically necessary.

Outpatient Extension Review

HealthCare COMPARE initiates all extension reviews for
outpatient care. The day before a treatment program is scheduled
to end, COMPARE calls the attending practitioner to verify
completion of the program.
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DISABILITY MANAGEMENT

The COMPARE disability management program offers a
second opinion on a patient’s condition and the amount of time an
employee needs to stay out of work. :

Using the case data gathered by HealthCare COMPARE
computers and an examination by local, board-certified
specialists the attending physician’s findings can be confirmed
or alternative care identified. This can save the unnecessary
cost of many extra working days lost.

COMPARE’s physician network provides this service
-anywhere in the country.
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